- 307 No. 15503 


Auited States 
Court of Appeals 


for the Minth Circuit 


ESTATE OF GRACE N. WILLIAMS, Deceased ; 
RALPH E. WILLIAMS, Executor, 


Petitioner, 
VS. 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


Transcript of Record 


Petition to Review a Decision of the Tax Court 
of the United States a a 
r ibLeD 


MAY 2 ¢ 1957 
PAUL P. O'BRIEN, Crenki 


Phillips & Van Orden Co., 870 Brannan Street, San Francisco, Calif. —5-24-57 


No. 15503 


Anited States 
Court of Appeals 


for the Ninth Circuit 


ESTATE OF GRACE N. WILLIAMS, Deceased; 
RALPH EH. WILLIAMS, Executor, 


Petitioner, 
VS. 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


Transcript of Record 


Petition to Review a Decision of the Tax Court 
of the United States 


Phillips & Van Orden Co., 870 Brannan Street, San Francisco, Calif.—5-24-57 


INDEX PAGE 


Transcript of Proceedings...---.--++-9" "+7 34 


Witnesses: 


Eaton, Robert H. 
—@ivect .. 5.0. . 64-9 101 
—CTOSS ..ce eee eee oes ee em 107 


Kennedy, Frank 
direct .....-.+-:0———— rn 64 


Nelson, Roy 


—direct ....-+-:-++. 00 oe Ag) 

ee i 74 
Paulus, C. W. 

direct ....-..65.05.0- 3) 

a Me cc 84 


Richardson, Carl 


direct: <<... 3 = + .= eee ene 91 

~—CTOSS. «os a ee ee oe ee 97 
Williams, Ralph E., Jr. 

—-direct .......... 0 38 

—-@T0OSS .4.c-0 020s oneness. ene 5a 


APPEARANCES 


JOHN L. FLYNN, 
U.S. Nat’] Bank Bldg., 
Portland 4, Oregon, 


For the Petitioner. 


CHARLES Kk. RICE, ESQ., 
Asst. Attorney General; 


ELLIS N. SLACK, 
Atty., Tax Division, 
Dept. of Justice, 
Washington 25, D. C., 


For the Respondent. 


Cominissioner of Internal Revenue 3 
Tax Court of the United States 
Docket No. 57441 


ESTATE OF GRACE N. WILLIAMS (Deceased), 
RALPH E. WILLIAMS, Executor, 


Petitioner, 
VS. 


COMMISSIONER OF INTERNAL REVENUE, 


Respondent. 
10/1/56, assigned to Judge LeMire, recalled to duty. 


DOCKET ENTRIES 
1955 

Apr. 18—Petition received and filed. Taxpayer no- 
tified. Fee paid. 

Apr. 19—Copy of Petition served on General 
Counsel. 

Apr. 18—Request for Circuit hearing in Portland, 
Oregon, filed by taxpayer. 4/21/55, 
eranted. 

June 2—Answer filed by General Counsel. 

June 8—Copy of Answer served on taxpayer, Port- 


land. 

1956 

Feb. 17—Hearing set April 30, 1956, Portland, 
Oregon. 


May 4—Hearing had before Judge LeMire on the 
merits. Stipulation of Facts filed at hear- 
ing. Petitioner’s Brief, 6/18/56; Respond- 
ent’s Brief, 7/18/56; Petitioner’s Reply 
Brief, 8/7/56. 
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1956 

May 29—Transcript of Hearing 4/30/56, 5/4/56, 
filed. 

June 15—Motion for extension of 15 days to file 
Brief filed by Petitioner. 6/18/56, granted. 

July 5—Brief filed by Petitioner. 7/5/56, served. 

Aug. 2—Brief filed by Respondent. Copy served 
8/3/56. 

Aug. 16—Petitioner’s Brief in Reply filed. 8/17/56, 
served. 

Oct. 29—Memorandum Findings of Fact and Opin- 
ion filed. LeMire, J. Decision will be en- 
tered under Rule 50. Served 10/29/56. 

Dee. 11—Agreed computation filed. 

Dec. 12—Decision entered, Judge LeMire. Served 
12/13/56. 


1957 


Mar. 7—Bond in the amount of $21,500.00 ap- 


proved and ordered filed. 

Mar. 7—Petition for review with Affidavit of 
Service of Notice of Filme Petition for 
Review and Designation filed, by Peti- 
tioner. (Ninth Circuit.) 

Mar. 7—Designation of Contents of Record on Re- 
view filed by Petitioner. 

Mar. 14—Designation of Additional Portions of 
Record on Review filed by General Coun- 
sel. Statement of Service thereon. 
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ESTATE OF GRACE N. WILLIAMS (Deceased), 
RALPH EK. WILLIAMS, Executor, 


Petitioner, 
VS. 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 
PETITION 


The above-named petitioner hereby petitions for 
a redetermination of the deficiency set forth by the 
Commissioner of Internal Revenue in his notice of 
deficiency (Symbol A:R:90D:ENH) dated Febru- 
arv 3, 1955, and as a basis of its proceeding alleges 
as follows: 


1. The petitioner is the duly qualified and acting 
executor of the Estate of Grace N. Wilhams, de- 
ceased August 20, 1954, under letters testamentary 
issued by the Circuit Court of the State of Oregon 
for the County of Multnomah, Department of Pro- 
bate, on September 29, 1954; a certified copy of the 
said letters testamentary 1s attached to this petition 
as Exhibit ‘‘A.’’ The address of the petitioner 
herein, Ralph E. Williams, Executor of the Estate 
of Grace N. Williams (deceased), is at 1985 South- 
west Sixth Avenue, in the City of Portland, State 
of Oregon. 
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29 The notice of deficiency dated February 3, 
1955 (a copy of which is attached to this petition 
and marked Exhibit B), was mailed to the peti- 
tioner on or after February 3, 1959. 


2. The deficiencies and over-assessments as de- 
termined by the Commissioner are in Income taxes 
for the calendar years 1950, 1951, 1952, and 1953, 
in the net amount of $15,118.48, and are more spe- 
eifically set out below: 


Calendar year 1950, over-assessment $ (21.30) 
Calendar year 1951, deficiency...... 2,806.69 
Calendar year 1952, deficiency...... 13,060.19 


Calendar year 1953, over-assessment (727.10) 


The deficiencies and the over-assessments of in- 
come taxes in controversy are listed below: 


Calendar year 1951, deficiency...... $ 2,806.69 
Calendar year 1952, deficiency...... 13,060.19 
Calendar year 1953, over-assessment (727.10) 


4. The determination of income tax deficiencies 
and over-assessments set forth in said notice of de- | 
ficiency are based upon the following errors: 


(a) The determination that the short term capi- : 
tal loss in the amount of $1,370.90 sustained on a 
debt due from Ben Hilton, a former partner of the 
petitioner, was not allowable as a deduction from § 
income of the year 1951 as claimed by the peti- 
tioner, or in the alternative that such loss repre- 
sented a loss sustained by the petitioner by reason 


Commissioner of Internal Revenue fi 


of petitioner’s being unable to collect or to realize 
the cost basis of assets distributed to her in liquida- 
tion of a partnership. 


(b) The determination that the fair market 
value of a growing crop received by the petitioner 
upon distribution in liquidation of Kola Hop Farms, 
a corporation, during the year 1952, was $4,375.40 
and not $45,412.97 as claimed by the petitioner. 


(c) The determination that the fair market 
value of buildings and equipment received by the 
petitioner upon distribution in hquidation of the 
assets of Hola Hop Farms, a corporation, during 
the year 1952, was $18,937.04 instead of $25,870.92 
as claimed by the petitioner. 


(d) The failure of the Commissioner to recog- 
nize that the petitioner’s cost basis for the deter- 
mination of gain or loss on liquidation during the 
vear 1952 of the petitioner’s investment in the capi- 
tal stock of Hola Hop Farms, a corporation, was 
$71,978.60 and the determination by him that the 
cost basis of the petitioner’s investment was $65,- 
978.60 for the purpose of such determination. 


(e) The determination that the petitioner sus- 
tained a long-term capital loss upon liquidation of 
the Eola Hop Farms during the year 1952 in the 
amount of $51,429.05. 


(f) The determination that depreciation claimed 
by the taxpayer as sustained in the growing of hops 
for sale as a sole proprietorship during the period 
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from August 1 to December 31, 1952, was excessive 
in the amount of $2,348.33. 

(g) The determination that the petitioner did 
not sustain a loss in the amount of $43,385.90 from 
the growing, harvesting, and sale of hops as a pro- 
prietorship during the year 1952, as claimed by 
the petitioner. 


(h) The failure of the Commissioner to allow to 
the petitioner a deduction from income of the year 
1951 of that portion of an operating loss sustained 
from the growing, harvesting, and sale of hops dur- 
ing 1952, not offset by the petitioner’s income from 
other sources during the year 1952. 


(i) The determination that the petitioner was 
not entitled to the deduction from income of the 
year 1953 for the depreciated value of physical 
properties scrapped during the year 1953, and that 
the said physical properties were without value 
except for scrap at July 31, 1952. 


(j) The failure of the Commissioner to allow 
the petitioner a capital loss carry-over for the year 
1953 represented by that portion of the adjusted 
cost basis of the petitioner’s investment in the eapi- 
tal stock of Hola Farms, a corporation, not recov- 
ered upon liquidation of the corporation and not 
previously deducted from income. 


5. The facts upon which the petitioner relies as 
the basis for this proceeding are as follows; they 
are based upon the information and belief of peti- 
tioner. 
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(a) The petitioner filed timely federal income 
tax returns for the years 1950, 1951, 1952, and 1953 
with the Director of Internal Revenue, Portland, 
Oregon, reporting net income thereon in the 
amounts listed below: 


ii) ——— ee £36,241.51 
ett 30,344.40 
11952 Le eee (37 i0e 
ee 9,094.27 


(b) The petitioner filed a tentative carry-back 
adjustment of an operating loss from the calendar 
year 1952 to the calendar year 1951 and received 
refund of federal income taxes paid in the amount 
of $2,121.24, which sum is included with the Com- 
missioner’s determination of deficiency for the eal- 
endar year 1951. 


(c) That during the year 1948, the petitioner 
Was a co-partner with Harry L. Hart and Ben Hil- 
ton engaged in the business of growing, harvesting, 
and raising hops under the name of Williams, Hart, 
and Hilton in Josephine County, Oregon; that dur- 
ing June, 1948, the said partnership was dissolved 
and distribution of the assets of the partnership 
was made to the partners thereof, including peti- 
tioner. 


(d) That the petitioner received a distribution 
of assets in dissolution of the Williams, Hart & 
Hilton partnership valued at $52,820.43: that the 
said distribution included a 50% interest in an ac- 
count receivable in the amount of $5,000.00 due the 
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partnership from Ben Hilton for withdrawals of 
partnership funds; that the cost basis to the peti- 
tioner of the assets received by the said petitioner 
from the said partnership was $48,408.18; that the 
petitioner paid additional federal income taxes for 
the calendar year 1948 upon the sum of $4,412.25 
based upon an audit and assessment made by an 
agent of the Bureau of Internal Revenue; that said 
sum of $4,412.25 represented the gain realized by 
the petitioner upon distribution of a proportionate 
share of the assets of the Williams, Hart & Hilton 
partnership to the petitioner, based upon a valua- 
tion of the said distribution to the taxpaver at 
$52,820.43. 


(e) That the petitioner agreed to and did accept 
a 50% interest in the account receivable in the 
amount of $5,000.00, due from Ben Hilton to the 
partnership, hereinbefore referred to, upon dissolu- 


tion of the partnership and distribution of the part- — 


nership assets; that no part of said account has been 
received by the petitioner except the sum of 


$1,129.10 paid during 1949; that there is unpaid and — 
due petitioner from Ben Hilton, the sum of 


$1,370.90; which sum has not been collected or real- 
ized by the petitioner. 


(f) That Eola Farms, Inc., a corporation, was » 


organized under the laws of the State of Oregon, 
March 1, 1951; that at all times material herein the 
said corporation was duly authorized and licensed 
to engage in the business of growing, harvesting, 
and marketing hops in the County of Marion, State 


—— 
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of Oregon; that the sole assets of the corporation 
at March 1, 1951, consisted of a farm containing 185 
acres, more or less, together with buildings and 
equipment necessary to enable the corporation to 
carry on the business of hop farming, marketing, 
and sales; that all of the assets owned by the co1- 
poration at the commencement of business Mareh 1, 
1951, were acquired by transfer from the petitioner 
in exchange for capital stock of the corporation; 
that the petitioner was at all times material herein 
the owner of all of the issued and outstanding 
shares of capital stock of the said corporation. 


(2) ‘That the petitioner’s investment in shares 
of the capital stock of Hola Farms, Inc., was repre- 
sented by properties turned over to the corporation 
by the petitioner; that the cost basis of the said 
properties to the petitioner for the purpose of the 
determination of gain or loss upon sale or realiza- 
tion was $71,978.60; that the petitioner’s cost basis 
was made up of the followime sums: 


Loans to Wilhams and Thacker 
partnership, by Grace N. Wil- 
kis”. eS na $54,533.50 
Purchase price of interest of L. H. 
Thacker, Wilhams and Thacker 
Pamimershipr..s.2....0... 000048. 24,000.00 
Capital account, Grace N. Williams (6,554.90) 


$71,978.60 


(h) ‘That, the entire assets of Eola Farms, ime 
were distributed to the petitioner during July, 1952, 


12 Kstate of Grace N. Williams, ctc., vs. 


in complete liquidation and redemption of the capi- 
tal stock of said corporation in accordance with the 
laws of the State of Oregon governing the dissolu- 
tion of Oregon corporations; that the records of the 
corporation reflected the value of the capital and 
surplus of the corporation at $57,653.26 as set out 
on the balance sheet of Kola Farms, Inc., Exhibit 
C attached to this petition and incorporated herein 
by reference. 


(i) That the fair market value of the assets re- 
ceived by the petitioner upon liquidation of Hola 
Farms, Inc., and the redemption by that corporation 
of the shares of capital stock of Eola Farms, Inc., 
owned by the petitioner was not less than $126,- 
968.36 on the date that the said assets were dis- 
tributed to the petitioner; that the petitioner as- 
sumed obligations of the said Eola Farms, Inc., 
aggregating $54,989.62 upon dissolution of the said 
corporation; that the said obligations were paid by 
the petitioner; that the fair market value of the 
equity received by the petitioner in properties dis- 
tributed by Eola Farms, Ine., to the petitioner was 
not less than $71,978.60 at the time the said dis- 
tribution was made. 


(j) That the properties distributed to the peti- 
tioner during July, 1952, in exchange for shares of 
the capital stock of Kola Farms, Inc., owned by the 


petitioner included 149.5 acres of land planted ex- — 


clusively to hops; that the crop of hop vines grow- 
ine on the said land was not fully formed or ma- 


tured at the date of distribution of the properties | 
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to the petitioner, and; that the said crop of hops 
was not at the date of the said distribution or sub- 
sequently thereto subject to any contract or agree- 
ment of sale upon maturity and harvest. 


(k) That the expected hfe and depreciation 
claimed by the petitioner for properties used in the 
production and harvest of hops during the years 
1952 and 1953 was reasonable. 


(1) That the petitioner did abandon the grow- 
ing of hops on land received in liquidation of Eola 
Farms, Inc., during the year 1953; that the peti- 
tioner did pull down all trellises and uproot the hop 
vines during that vear; that the petitioner scrapped, 
sold, or retired all equrpment and properties related 
to the growing of hops during the vear 1953. 


Wherefore, the petitioner prays that this court 
may hear the proceeding and determine: 


(a) ‘That the petitioner sustained a loss upon 
a debt in the amount of $1,370.90 during the year 
1951, or in the alternative that said loss represented 
a loss upon realization of the petitioner’s invest- 
ment in the partnership of Williams, Hart, and 
Hilton. 


(b) That the petitioner’s cost basis for the deter- 
mination of gain or loss upon petitioner’s invest- 
ment in Kola Farms, Inc., was not less than $71,- 
978.60. 


(c) That the fair market value of properties 
received in liquidation of the petitioner’s investment 
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in shares of capital stock of the Kola Farms, Inc., 
was not less than $71,978.60. 


(d) That depreciation claimed by the petitioner 
upon properties used in the operation of a farm 
and the growing and harvesting of hops during the 
years 1952 and 1953 was reasonable. 


(ce) That the petitioner sustained a loss upon the 
scrapping and retiring of properties and equipment 
used in the growing and harvesting of hops and that 
the said loss was deductible from the petitioner’s 
income of the calendar year 1953. 


(f) That there is no deficiency of income taxes 
due from petitioner for the calendar years 1951 
and 1952. 


(¢) That there is due the petitioner refunds of 
federal income taxes for the calendar years 1951 
and 1953, and that. this court establish the amount 
of the said refunds. 


/8/ JOHN L. FLYNN, 


/s/ BURTON L. COAN. 
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EXHIBIT A 


Letters Testamentary 
Department of Probate 


No. 73046 
State of Oregon, 
County of Multnomah—ss. 


To All Persons to Whom These Presents Shall 
Come, Greeting: 


Know Ye, That the Will of Grace N. Williams, 
deceased, has been duly proven in the Circuit Court 
for the County aforesaid, and that Ralph E. Wil- 
liams who is named Executor therein, has been duly 
appomted such Executor by the Court aforesaid; 
this, therefore, authorizes the said Ralph E. Wil- 
liams to administer the estate of the said deceased, 
aecordinge to law. 

In Testimony Whereof, I, Si Cohn, County Clerk 
and Ex-Officio Clerk of the Circuit Court, have 
hereunto subscribed my name and affixed the seal 
of said Court, this 29th day of Septemper, A.D. 
1954. 


[Seal] SI COHN, 
County Clerk and Ex-Officio 
Clerk of the Cireuit Court. 
By H. W. NEWTON, 
Deputy. 
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Certificate 
State of Oregon, 
County of Multnomah—ss. 


I, Si Cohn, County Clerk, Ex-Officio Recorder of 
Conveyances and Ex-Officio Clerk of the Circuit 
Court of the State of Oregon, for the County of 
Multnomah, which Court has exclusive jurisdiction 
of all probate proceedings in said County, do hereby 
certify that the foregoing copy of Letters Testa- 
mentary has been compared by me with the original, 
and that it is a correct transcript therefrom, and of 
the whole of such original, as the same appears of 
record in my office and in my custody. 


I further certify that said Letters are now in full 
force and effect. 


In Testimony Whereof, 1 have hereunto set my 
hand and affixed the seal of said Court, this 3rd 
day of January, A.D. 1955. 


[Seal] SI COHN, 
County Clerk, 


By /s/ E. HOOPER, 
Deputy. 


The Law Requires That: 


Note—Inventory and Appraisement must be filed 
within thirty days. Semi-Annual Report between 
the first and tenth of April and October. Final Re- 
port as soon as it is possible to close estate. 


f 
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EXHIBIT B 
A:R:90D :ENH 
Statement 


Estate of Grace N. Williams, Deceased 
Mr. Ralph E. Williams, Executor 
1985 Southwest Sixth 
Portland, Oregon 


Income tax liability for the taxable years ended December 
31, 1950; December 31, 1951; Deeember 31, 1952, and Deeember 
31, 1953. 


Year Deficiency Overassessment 

Le $ 21.30 

1) ce eccsenns $ 2,806.69 

TG) a oo cscescesecctcaete 13,060.19 

IVER a re 727.10 
$15,866.88 $748.40 


The determination of your income tax liability has been made 
on the basis of information on file in this office. 
Faxable Year Ended Deeember 31, 1950 
Adjustments to Income 
Net income as diselosed by return... $35,093.94 


Unallowable deduetions and addi- 
tional ineome: 


(2) BING (eT 6 | aor aenae e ee 826.29 
Wie Capitaleeain, ...2.:....2.0..-----. 340.34 
‘Tei tel| ha ee $36,260.57 
Nontaxable income and _ additional 
deductions: 
@) iin i 1,150.00 


Net income as adjusted ....................-- $35,110.57 
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Explanation of Adjustments 


(a) It has been determined that you 
had dividend income as follows: 


Dividends trom Incorporated 


Investors per books...........-...-.- $ 2,431.29 


Dividends per return ................-- 


ISSTOIRG S16 GRR or See eae 
Less dividends from Century 
Shares, which are capital 
gains (see adjustments in 
capital gain under (b) ).......... 


Taxable income is increased ac- 
EONS TS) 5120 0) Alan eee $ 


(b) Capital Gain adjustment is de- 
termined as follows: 


Mountain State Power Sale 
$15,337.50. Cost $17,250.00 
and Kxp, SIGING@2..2...2........ ($ 
Ineorporated Investors Sale 
PICe (MOMDESIS) ....... 2 


Century Shares Sale price (no 
BEN) ee ten 


Cletrae Tractor Sale price (see 
me)” “Delows) 2... eee 


G. M. C. Truck & Trailer Sale 
price (see ‘‘(e)’’ below).......... 


Total net long term eapital gain.. $ 


Portion taken into aecount— 
D095 thereot 122k. eee $ 


1,507.50 


923.79 


97.50 


826.29 


2,074.32) 


1,507.50 


Your taxable income has been increased accordingly. 


(c) Sale of Cletrae Traetor and 
G.M.C. Truck for $1,150.00 is con- 
sidered in capital Gains in ‘“‘b’’ 
above and hence your taxable in- 
come is redueed in this amount. 
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Computation of Tax—Alternative Method 


Net income as adjusted..._.................... $35,110.57 
Less: Exemption—1 x $600.00............ 600.00 
Income subject to tax... $34,510.57 
Less: Excess of net long-term capital 

gain over short-term loss..............-. 340.34 


Balance subject to surtax and nor- 


UCI. 2 Sa a $34,170.23 
“TOMER UI $15,870.65 


Tax reduction: 
$ 400.00 at 13%........ $ 52.00 
15,470.65 at 9%........ 1,392.36 1,444.36 


Combined partial normal tax and 


SUSUR. Oo $14,426.29 
Add: 50% of capital gain deducted 
DSO Eos secs nog ee ONL, 
Total income tax liability............ $14,596.46 
Income tax liability disclosed by 
TRIOS, to -cnokencede ce 14,617.76 
Overassessment of income tax............ $ 21.30 


Taxable Year Ended December 31, 1951 


Adjustments to Income 


Net income as disclosed by return...... $26,932.74 
Unallowable deductions and addi- 
tional income: 
(@)) (Caysnicl| 112i 1,370.90 


Net income as adjusted........0.......20-..-- $28,303.64 


Explanation of Adjustments 


(a) It has been determined that the short-term capital loss on 
bad debt of Ben Hilton, claimed in the return in an amount of 
$1,370.90 is unallowable under the provisions of section 23 
(k) (4) of the Internal Revenue Code and your taxable income 
has been increased in this amount. 
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Computation of Tax—-Alternative Method 


Netmineeme as adjusted -:2ee 
Less: exemption—2 x $600.00............ 


Imeome subject, to taite......2.....-<-....-. 
Less: Excess of long-term gain over 
Memeshori-term OSS «.....2..0..5-25 


Balance subject to surtax and nor- 
“Sigal 1.2 ghee See eer Sey ecenn eS 


SEOSUIGGTIG) ULE) ARE ines tree pee $ 9,965.58 
Add: 50% of capital gain deducted 

0 ne. ee 1,360.55 

Total income tax liability............ $11,326.08 


Income tax liability dis- 
elosed by return.......... $10,640.63 
less refunded on earry- 
backwadjustiment. -.-....- 2 lat apa ao) 


Deficiency of income tax $ 2,806.69 


Taxable Year Ended December 31, 1952 


Adjustments to Income 


Net ineome as disclosed by return 
(LSS) cae ena ae ere 
Unallowable deductions and addi- 

tional income: 
(a) Farm loss, unallowable........ 


AU Ota ae seh ee 


Nontaxable ineome and additional 
deductions: 
(b), Capitalesin= . 2 ene 


Net income as adjusted ...............------- 


$28,303.64 
1,200.00 


$27,103.64 


2,721.10 


$24,382.54 


($11,183.69) 


43,385.90 


$32,202.21 


3,413.87 


$28,788.34 
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Explanation of Adjustments 


(a) It has been determined that the 
following adjustments are required 
in the farm ineome as reported: 

Prepaid expense from corpora- 

Ol i 
Less: Fair value of growing 
aiop ot hops at 1/31/92.............. 


Balance unallowable deferred 
expenses from corporation...... 
Exeessive depreciation on farm 
property (claimed $6,671.00— 
allowable $3,075.36) _..............- 


Total unallowable farm  de- 
CLIVE OVS eee 
Your taxable income is increased accordingly. 


(b) Jt has been determined that the 
following adjustments are required 
in the eapital gain as reported: 

Adjusted basis of capital stock 
under seetion 113(b) I.R.C. of 
the Eola Hop Farms, Ine., liq- 
midatedeluly o1, 1952._.......... 

Corporate assets received : 

Accounts reeeivable $ 441.63 


LL SGKG) ee 40,957.36 
Buildings and 
CUMMING. sa2-2-..--- 18,937.04 


Value of growing 
crops at 7/31/52... 4,375.40* $64,711.48 


Less corporation ha- 

bilities assumed : 
Note payable to 

Ralph Williams....$10,000.00 
Aceount payable, 

State Tax Com- 

MOMISSTOM)  c2cc2.2¢-ca--.- Pals 


$44,165.66 


4,375.40 


$39,790.26 


3,095.64 


$43,385.90 


$65,978.60 
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Advanee by Grace 
Walliams: a2c:%-..- 44,962.49 54,989.62 


Loss on liquidation.. 
Capital gain per re- 
TOR DTG) dee eee 


Corrected long-term 

capital loss 
Capital loss deduction— 

MrrpeeMVOE <2... cnt oeocce ee ee ($ 1,000.00) 
Capital gain reported in re- 

turn (50% of $4,827.74)........ 2,413.87 


Decrease to capital gain re- 

FOL CG. TGTe a) 0 eb pet a eriereceeroer $ 3,413.87 
*Value of growing crops com- 

puted as follows: 

Gross receipts from sale of hops 
DCT POUT, 2 22cse-.. cece 
Less: Expenses ineurred by pro- 
prietorship in growing, har- 

vesting and selling the hops.... $42,015.89 
Depreciation allowable 8/1 

game 2 JOU oss xcs tore oe 3,075.36 


Fair market value of hops on 
ey see Pe aes, ee 


Your taxable income has been redueed $3,413.87 in the eapital- 


gain reported. 


Computation of Tax 


tegmie sulsject to: tax... 


Imeonte: tax liability ....22.2.2 $13,060.19 
TIneome tax liability disclosed by re- 

AAU os co ceeanked cade ce ntl. —0— 
Deficiency of income taXx.........-..-----0--- $13,060.19 


9,721.81 


$56,256.79 


4,827.74 


$51,429.05 


$49,466.65 


45,091.25 
$ 4,375.40 


$28,788.34 
1,200.00 


$27,588.34 


oe a 


Comuussioner of Internal Revenie 23 
Taxable Year Ended December 31, 1953 
Adjustments to Income 


Net income as disclosed by return...... $ 7,846.61 


Unallowable deductions and addi- 
tional income: 


(a) Farm loss, adjustment.......... 4,987.13 
0G) $12,833.74 
Nontaxable income and _ additional 
deduetions : 
(iy eC apitame@ain .............2......0.. 7,382.77 
Net income as adjusted .......00............. $ 5,450.97 


Explanation of Adjustments 


(a) It has been determined that the 
following adjustments are required 
in the farm ineome_ reported: 


Claimed deduetion for assets al- 


leged to have been scrapped at SD Oacalle 
Less depreciated value of assets 


(Solon GG 02) .........220..2.02- 664.02 


Farm loss is aceordinely de- 


CRIS 3. ah BOLUS. IE, 
Less additional allowable depre- 

ciation on farm equipment...... 31.02 
Balanee of unallowable loss........ $ 4,987.13 


Your farm loss is reduced by $4,987.13 and your taxable in- 
come increased in like amount. 


(b) It has been determined that 
your capital gain adjustments are 
as follows: 


Capital loss carry-over from . 
SO) ea a ee $50,429.05 


Capital gain as computed in re- 
tur at 100%... 


Corrected net capital loss.........--- 


Capital loss deduction— 


MMR ANGLOU) cosee--cce-c= eer cones cess ($1,000.00) 


Capital gain reported in return 
(50% of $12,765.54) -.......-.-.---- 6,382.77 


Decrease in capital gains as 
TOPOUTEC  -..--22----nceneeecceceesenee renee $ 7,382.77 
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12,765.54 


$37,663.51 


Your taxable income is reduced $7,382.77 in accordance 


therewith. 
Computation of Tax 


Net meome as adjustedit.................-- 
Less: Exemption—2 x $600.00............ 


Income subject to tax..........---..... 
Imeomeutax lbability 2... $ 1,008.78 
Income tax liability disclosed by 


1a LOTT UR ek yes eres Cee ee 1,735.88 
Overassessment of income taX..........---- $ 727.10 


$ 5,450.97 
1,200.00 


$ 4,250.97 
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EXHIBIT C 


Kola Hop Farms, Ineorporated 
1985 Southwest Sixth Avenue, Portland, Oregon 
Balance Sheet at July 31, 1952 


leounts reeeivable.... 


‘operty: 

: : Cost 
Farm buildings ...... $21,961.40 
farm equipment .... 3,431.23 


Trellis and irrigation 


equipment ............ 8,705.20 
[rueks, traetors, and 

attachments .......... 30,489.08 
| $64,586.91 
ad 


ypaid expenses; (cost 
if raising, fertilizing, 
praying growing 
rop to July, 1954) 


Total assets... 


Assets 


Reserve for 
Depreciation 


$17,981.87 
2358.78 


4,862.68 
13,512.66 


$38,715.99 


Liabilities and Capital 


ak overdraft 
ie excise tax 
ae 
counts payable 
es payable 


4 
Total liabilities 
‘ital : 

ommon stoek 
eficit 


Total liabilities and eapital 


| 


‘uly verified. 


( 


$25,870.92 


$ 441.63 


Book Value 
$ 3,979.53 


1,072.45 


16,976.42 
25,870.92 


40,957.36 


45,412.97 


$112,682.88 


$ 250.00 

O7ate 

44 712080 

10,000.00 
$ 54,989.62 

$65,978.60 
8,285.34) 57,698.26 
$112,682.88 


eceived and Filed April 18, 1955, T.C.U.S. 


erved April 19, 1955. 
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ANSWER 


Comes Now the Commissioner of Internal Rev- 
enue, by his attorney, John Potts Barnes, Chief 
Counsel, Internal Revenue Service, and for answer 
to the petition filed herein, admits, denies and al- 
leges as follows: 


1. Admits the allegations contained in paragraph 
1 of the petition. 


2. Alleges that the notice of deficiency dated 
February 3, 1955 (a copy of a portion of which is 
attached to the petition and marked Exhibit B), was 
mailed to the petitioner on February 3, 1955, and 
as thus qualified admits the allegations contained 
in paragraph 2 of the petition. 


3. Denies the allegations contained in paragraph 
3 of the petition. Alleges that the deficiencies as de- 
termined by the Commissioner are in income tax 
for the taxable years 1951 and 1952, in the amounts 
of $2,806.69 and $13,060.19, respectively, all of which 
are In dispute. Specifically denies that there is in 
controversy, in this proceeding, any amount, what- 
soever, of income tax or penalty for the taxable | 
year 1953. 


4. Denies that. he erred in his determination of | 
the deficiencies in income tax as shown in the notiee | 
of deficiency from which the petitioner’s appeal is | 
taken. Specifically denies that he erred in the man- 
ner and form as alleged in paragraph 4(a) to (j),. 
inclusive, of the petition. 
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d(a). Denies the allegations contained in para- 
graph 5(a) of the petition. Alleges that Federal in- 
come tax returns for the years 1950 to 1953, inclu- 
sive, in the name of Grace N. Williams were filed 
with the Director of Internal Revenue for the Dis- 
trict of Oregon. Specifically denies that the net in- 
come reported thereon was in the amounts shown in 
paragraph 5(a) of the petition. 


(b) Admits the allegations contained in para- 
eraph 5(b) of the petition. 


(ec) Admits that the partnership of Williams, 
Hart and Hilton was dissolved and distribution of 
the assets of the partnership made to the partners 
thereof during the calendar year 1948. For lack of 
sufficient knowledge or information upon the basis 
of which to form a belief as to the truth or falsity 
thereof, denies the remaining allegations contained 
in paragraph 5(¢) of the petition. 


(d) and (e) For lack of sufficient knowledge 
or information upon the basis of which to form a 
belief as to the truth or falsity thereof, denies the 
allegations contained in paragraphs 5(d) and (e) of 
the petition. 

(f) Denies that the sole assets of the Eola 
Farms, Inc., a corporation, on March 1, 1951, con- 
sisted of those described in paragraph 5(f). As thus 


qualified admits the remaining allegations contained 


j 


in paragraph 5(f) of the petition. 


(2) Denies the allegations contained in para- 


| graph 5(¢') of the petition. 
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(h) Admits that the entire assets of Kola Farms, 
Inc., were distributed to the petitioner in 1952 in 
complete liquidation and redemption of the capital 
stock of said corporation in accordance with the 
laws of State of Oregon governing the dissolution 
of Oregon corporations. Denies the remaining al- 
legations contained in paragraph 5(h) of the pe- 
tition. 

(i) to (kK), inclusive. Denies the allegations con- 
tained in paragraphs 5(i) to (k), inclusive, of the 
petition. 


(1) For lack of sufficient knowledge or informa- 
tion upon the basis of which to form a belief as to 
the truth or falsity thereof, denies the allegations 
contained in paragraph 5(1) of the petition. 


Wherefore, it is prayed that the petitioner’s ap- 
peal be denied and that the Commissioner’s deter- 
mination of the deficiencies be approved. 


/s/ JOHN POTTS BARNES, 
Chief Counsel, 
Internal Revenue Service. 
Of Counsel: 
THOMAS M. MATHER, 
Acting Regional Counsel; 


WENDALL M. BASYE, 
Attorney, 


Internal Revenue Service. | 


Biled Jumes2) 1955 lee Wes. 
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STIPULATION OF FACTS 


It is hereby stipulated and agreed by and between 
the parties hereto, by their respective attorneys of 
record, that the following facts are true and that the 
Same may be so considered and accepted by the 
Court as offered in evidence by the parties at these 
proceedings; provided, however, that the stipula- 
lations shall be without prejudice to the rights of 
either of the said parties to introduce other and 
further evidence not inconsistent with the facets 


herein stipulated and the admissions to follow: 


1. Petitioner withdraws the assignment of error 


— contained in paragraph 4(a) of the petition, relating 


to an alleged “capital loss”? item of $1,370.90. 


2. Petitioner’s adjusted cost basis of the capital 
stock of Kola Hop Farms, Inc., referred to in the 
assignment of error contained in paragraph 4(d) 
of the petition is $64,997.11. 


3. The substance of the remaining assignments 
of error contained in paragraphs 4(b), (¢), (e), 
(f), (g), (h), G) and (j) of the petition, may be 
stated in two issues framed as follows: 


(a) What was the fair market value of certain 
buildings, machinery and equipment on July 31, 
1952, on which date the decedent acquired the same, 
among other assets, in exchange for capital stock 
of Kola Hop Farms, Inc., as a liquidating distrihi- 
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tion and (b) what was the fair market value of a 
certain growing hop crop on July 31, 1952, on which 
date the decedent acquired the same, among other 
assets, in exchange for capital stock of Eola Hop 
Farms, Ine., as a liquidating distribution? 


4. The fair market value of buildings, machinery 
and equipment, referred to in the next preceding 
paragraph on July 31, 1952, was $23,496.65. 


5. Effect may be given under Rule 50 to the 
agreements and stipulations of the parties as set 
forth in paragraphs 1, 2, 3 and 4, above. 


6. The question as to the fair market value of 
the growing hop crop on July 31, 1952 is the only 
issue remaining for decision by this Court wpon 
the basis of the following agreed facts and other 
evidence to be adduced by the parties: 


The growing hop crop here in question was 
planted on the Eola Hop Farms, Inc., located in the 
County of Marion, State of Oregon. This farm con- 
sisted of a total of approximately 165 acres of which 
149.5 acres were planted to hops. 


Prior to 1950, the farm had been operated by the 
petitioner and a co-partner, under the partnership 
of Williams and Thacker. In 1950, the interest of 
the co-partner was purchased by the petitioner and 
thereafter, until March 1, 1950, petitioner operated 
the business as a sole proprietorship. On March 1, 
1951. all the assets and liabilities of the sole pro- 
prictorship were transferred by petitioner to Eola 
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Hop Farms, Inc., a corporation, in exchange for all 
of the capital stock of the corporation. From March 
1, 1951 to July 31, 1952, the farming business was 
earried on by the corporation. Thereafter, farming 
operations were again carried on by petitioner as a 
sole proprietorship. In 1953, the hop vines were 
pulled up and the growing of hops abandoned. 


The Eola Hop Farms, Inc., Corporation reported 
a loss of $8,597.33 for its operations for the period 
from Mareh 1, 1951 to December 31, 1951. For the 
seven months ending July 31, 1952, a loss was re- 
ported by the corporation in the amount of $339.12, 
however, in the computation of such loss the ex- 
penses incurred by the corporation in planting hops 
m March and carmeg for the 1952 crop up to July 
31, 1952, were not deducted but were carried on the 
balance sheet. of the corporation as an asset in the 
amount of $44,165.66. This sum was carried over 
and utilized by the petitioner in computing the loss 
attributable to the 1952 hop crop. In addition to 
the above-referred-to expenses inenrred by the cor 
poration, the petitioner, operating as a sole proprie- 
tor, after July 31, 1952, incurred further harvesting 
and marketing expenses attributable to the hop 
crop in the amount of $42,015.89. 


The receipts from the sale of hops for the years 
1950, 1951 and 1952, and the expenses incurred 
attributable to such receipts are as follows: 


__ Reported 1950 1951 1952 
Hop receipts ................$108,246.42 $88,506.31 $46,445.72 


SEOMISCS ..............-...------ 85,820.81 82,826.96 86,181.55 
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The total crop production for 1992, in terms of 
pounds, the salable quantity of the crop, the 
amounts sold, and the unit price per pound received 
and the total receipts for the 1952 hops are shown 
by a statement of account, dated December 31, 1952, 
attached hereto, marked Exhibit 1-A and by this 
reference made a part hereof. No contracts for the 
sale of the 1952 hop crop to dealers or users or any 
other persons had been executed by either the corpo- | 
ration or the petitioner of July 31, 1952. 


The net income reported by petitioner for the- 
year 1950 was $36,241.51; for the year 1951, $30,- 
344.40. In her Federal income tax return for 1952 / 
petitioner reported a net farm loss on the operation 
of the Eola Farms in the amount of $43,389.90. 
When this loss was offset against other mcome re- 
ceived by the petitioner in 1952 the result, as re-_ 
ported on her tax return, was a net loss of $8,731.03. 


/s/ JOHN L. FLYNN, 
Attorney for Petitioner. 


/s/ JOHN POTTS BARNES, 
Chief Counsel, Internal Revenue Service, Counsel. 
for Respondent. 


b 


| 
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EXHIBIT 1-A 


Wilhams & Hart Hops 
P. O. Box 546 
Salem, Oregon 


Statement in Account With 
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December 31, 1952. 


Eola Hop Farm 


1952 Crop Hops 


Total crop—Per Hop Control Board.................... 152,740 Pounds 
Sle Getic ent 65.7% 


Salable allotment 


Salcs Bales 
fos. Schlitz Brewing Co......... 246 
Hans Hinrichs Hops Co., Ine. 82 


fan! Remenvann Co................. 


an! Rememann Co................. a 
Yakima Chief Ranches Ine... 226 
518 


Certificate purchase 


Payment—Dee. 31, 1952........ 


Balance 


Pounds 
48,716 
7,645 
225 


2399 


45,697 


104,683 
2.399 


102,284 


Filed at hearing, May 4, 1956, T.C.U.S. 


Price 
52¢ 
67¢ 
424 
426 
34¢ 


100,350 Pounds 


Amount 
$25,332.32 
5,120.81 
95.76 
1,007.58 


15.5266 


$47,093.45 
647.73 


$46,445.72 
5,000.00 


$41 445.72 
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In the Tax Court of the United States 
Docket No. 57441 


ESTATE OF GRACE N. WILLIAMS, Deceased, — 
et al., 


Petitioner, 
VS. 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


Monday, April 30, 1956 


The above-entitled matter came on for hearing, : 
pursuant to notice to the parties, at 10:36 o’clock 
a.m. 


Before: Honorable Clarence P. LeMire, J., 
Presiding. 


Appearances : 


JOHN L. FLYNN, 
For the Petitioner. 
ALONZO W. WATSON, JR., 
Bureau of Internal Revenue, 
For the Respondent. 


PROCEEDINGS 


The Clerk: Docket 57441, Estate of Grace N. 
Williams, Deceased. 

Mr. Watson: Alonzo W. Watson, Jr., for the 
Respondent. 
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Mr. Flynn: John Flynn, for the Petitioner. 

The Court: Is this case for trial, gentlemen ? 

Mr. Watson: The case is for trial, yes, your 
Honor. 

The Court: How much time do you estimate for 
this case? 

Mr. Flynn: We estimate a day, your Honor, 
possibly a little less. 

The Court: One day. Any particular preference 
as to time? 

My. Flynn: Yes, your Honor, we also would lke 


to have it some time after Thursday for IT need 
Guterrupted) 

The Court: Well, you realize the Court can’t put 
them all after Thursday. | will just have to do the 
best T can. Do vou have out of town witnesses ? 

Mr. Flynn: Yes. 

The Court: J beg your pardon? 

Mr. Flynn: Yes, I do. They do not have to come 
from a ereat distance, however, your Honor—ap- 
proximately less than a hundred miles. 

The Court: Very well. I will do the best I can, 
gentlemen. [3*] 


(Whereupon, at 10:38 o’clock a.m., the eal- 
endar e¢all in this matter was concluded. The 
matter was subsequently set for hearing on Fri- 
day, May 4, 1956, and at 2:45 o’clock p.m., the 
| hearing was called, with the same parties here- 


tofore mentioned being present. ) 


t . 
*Page numbering appearing at top of page of original Reporter’s 
Transcript of Record. 
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The Clerk: I will call now, Docket 57441, Estate 
of Grace N. Williams, Deceased. Will counsel please 
state your appearances ? 

Mr. Flynn: John Flynn, for the Petitioner. 

Mr. Watson: Alonzo W. Watson, Jr., for the 
Respondent. 

The Court: Very well, Mr. Flynn. I will be 
glad to have your statement. 

Mr. Flynn: Most of the facts, in fact, all of the 
facts in this case have been stipulated between coun- 
sel, your Honor, leaving one issue of fact to be de- 
termined—that issue involves the valuation of a 
growing crop of hops on July 31st, 1952, which crop 
was received in liquidation of a corporation owned 
entirely by the Deceased, the capital stock of which 
was owned entirely by the Deceased. 

It is the contention of the Petitioner that the 
value of that crop was less—was worth not less than 
the cost incurred to that date, or, in the alternative, 
that the fair market value was somewhat in excess 
of the four thousand dollars for which the Respond- 
ent contends. Petitioner expended some forty—four 
or five thousand dollars in cultivating the crop up 
to the date of liquidation of the corporation. 

That is the sole issue we make. [4] 

The Court: Very well. 

Mr. Watson: Respondent agrees that the only 
issue remaining to be tried by the Court is the fair 
market value of a growing crop of hops, as of the 
date of July 31st, 1952. This particular hop crop 
was transferred in the middle of the growing season 
from the Eola Hop Farm Corporation to its soled 
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stockholder, the Decedent in this case. At the time 
that this transfer occurred, the Corporation had in- 
curred considerable costs in planting and cultivating 
the crop. After the transfer, considerable additional 
expenses were incurred, and in 1952, most of the 
erop was marketed and a sizable loss was incurred 
as a result of the marketing. This loss was used by 
the Petitioner as an offset against other income. 
Now, it is Respondent’s position that the fair 
market value of this crop as of July the 31st, 1952, 
was in the sum of not less—or not more than four 
thousand three hundred and seventy-five dollars and 
forty cents. The evidence will show that as of July 
dist, 1952, there was a serious marketing situation 
in the crop industry. There was considerable over- 
production. The prices—the market price for hops 
was falling. The United States. in conjunction with 
the members of the hop industry, had gotten to- 
@ether and made some—had gotten together and ar- 
ranged to control the production ef hops throuch 
hop-marketing agreements, and they did this by de- 
¢clarmeg in the middle of the growing season—in July 
of the growing season, a part of the crop to be un- 
salable. At the time that the crop was declared— 
part of the crop was declared unsalable, [5] the 
grower h had already incurred sizable costs, and he 
still was required to incur other costs to bring the 
a op to production, even though he was not able to 
sell the total amount of the crop. 
. The evidence will further show that Petitioner, or 
her representatives, knew of these marketing situ- 
ations early in July, if not before then; that they 


38 Estate of Grace N. Williams, etc., vs. 


were well aware of the declining market conditions, 
and that they—they were fully aware that the crop 
—or at least a good part of the crop would not be 
sellable in the year 752. 

The Court: There is a stipulation to be filed ? 

Mr. Watson: I ask leave to file stipulation of 
facts, your Honor, with Exhibit 1A attached. 

The Court: Very well, the stipulation with at- 
tached Exhibit is received in evidence. 

You may call your witnesses. 

My. Flynn: We would like to call Ralph Wil- 


lms. 


RALPH E. WILLIAMS, JR. 
a witness called by and on behalf of the Petitioner, 
first having been duly sworn, was examined and 
testified as follows: 


The Clerk: Please state your name, Mr. Witness, 
and your address? 
he Witness: Ralph E. Williams, Jr., 1985 
SW. 6th Street, Portland. 


Direct Examination 
By My. Flynn: [6] 


Q. Mr. Williams, you are the Executor of the 
Estate of Grace N. Williams, Deceased? 

A. Yes. 

Q. And during the year 1952, did you manage 
the Hola Farm? A. Yes. 

Q. What experience have you had in the hop 
business, Mr. Williams? 
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(Testimony of Ralph E. Williams, Jr.) 

A. Well, the experience has existed over since 
approximately 1940, having been very active in the 
production of hops and also being active in other 
through other companies in the merchandising bro- 
kerage—brokerage of hops. 

Q. That is, in addition to raising hops, you also 
were engaged in the business of merchandising or 


brokering hops—buying and selling? A. Yes. 
Q. Did you, during the year 1952, have active 
operation of any other hop farms? A. Yes. 


Q. What type of hops were grown—TI should like 
to explain, at this point, that all of my questions will 
be directed to the crops and land—river-bottom land 
on the Willamette River, in Marion and Polk Coun- 
ties, in the State of Oregon. What type of hops were 


grown on the Kola Farm during the year 1952? 


A. Fuggles and late clusters—seeded late elus- 
ters. [7] 

Q. Would you explain, please, what is meant by 
the term ‘“‘fugeles’’ and what is meant by the term 


“late clusters *”? 


A. They are two distinct varieties of the hop— 


the fuggles being a type of hop that was developed 
‘over in England and was imported here into this 


country—the roots were imported into this country, 
possibly in the middle 1920’s, As I say, they are of 
a distinct variety—of a distinctly different flavor 
and have a distinetly different. market, as far as the 
brewing industry is concerned. T (interrupted) 
Q. Are these (interrupted) 
A. Pardon. 
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(Testimony of Ralph E. Williams, Jie) 

Q. Are these the type of hop that are known as 
‘‘seeded,”’ or ‘‘seedless’’ hop? 

A. They can be grown either way; however, the 
fuggle hop generally is what people in the hops 
trade or the brewers who consume these hops 


classify as a seeded hop. 

Q. Based upon your experience in the manage- 
ment of this and other farms, what, in your opinion, 
is the average yield of hop to be expected from 
farms located on the Willamette River bottom land, 
during a normal year? 

A. Fyrom six and a half to seven bales per acre; 
or converting it to pounds, thirteen to fourteen hun- 
dred pounds. 

Q. That is, a bale of hops contains, what, two 
hundred pounds? A. Yes. [8] 

The Court: Mr. Flynn, he hasn’t told us what 
this other variety was, ‘‘late cluster’’; do you-— 
(interrupted) 

Q. Oh, I’m sorry. Would you continue then? 

A. The “late cluster hop’’ is a hop again thag 
has an entirely different characteristics from the 
fuggle hop, and I would say predominantly is th 
tvpical—when we think of hops, is the predominan 
variety. It is—the reason that it is called ‘‘lat 
cluster’’ is that it 1s harvested somewhat later tha 
the fugele and somewhat later than some othei 
varieties that (unfinished answer) | 

Q. And these two types of hop, that is, the lat@. 
cluster and the fuggles, were grown on the Eok 
Farms during the year 1952? Ae 9 Ves: 
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(Testimony of Ralph E. Williams, Jr.) 

Q. In what proportions were these hops grown, 
if you recall—that is, the acreage devoted to each? 

A. Approximately one-third and two-thirds—my 
best recollection was there was about a third fuggles 
and two-thirds late clusters. 

Q. Now, then, you answered my question re- 
garding the yield of hops being from six and a half 
to seven bales to the acre, in a normal year. Would 
that apply to both types of hops—that is, is the yield 
to both types the same, or does one type produce 
more than the other? 

4. I would say that on the average, that the 
yield is approximately the same. 

Q. Was the year 1952 a normal year in the Wil- 
Jamette River [9] area in Polk and Marion Coun- 
ties, for the growing of hops, that is, up to July 
Bist, if you recall? 

A. To the best of my recollection, I have no ree- 

-ollection of there being anything unusual. 

| Q. I should like to ask, are the hop clusters of 
the type grown on vines on the Eola Farm during 
ae year 1952, fully formed at July 31st, in any 
normal vear? A. No. 


l the 


sav, Julv 31st, of any normal vear? 
im A. No. 
_ Q. Were either the clusters or the fuggles grown 
‘on the Eola Farm during the year 1952, fully 
formed at July 31st, if you recall ? 
A. J would say no. 
@. Could the quantity of the hop crop be deter- 


{ 
| Q. Are the clusters fully formed on the vines at 
i 
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(Testimony of Ralph E. Williams, Jr.) 
mined at July 31st, with any degree of accuracy in 
an ordinary year? 

A. Tmsorry, I didn’t understand what you said. 
Did you say ‘“‘quality”’ or ‘‘quantity’’? 

Q. Quantity be determined? 

A. Not with any exactness, no. 

Q. Not with any exactness. Do you recall 
whether or not you made any estimate during July 
31st, 1952, of the quantity of hops to be obtained 
from this Eola Farm—that is, 1f you recall? 

A. No, I would say not. [10] 

Q. To the best of your recollection now, though, 
it was a normal year? A. Yes. 

Q. To that time? At what time, then, does the 
hop crop in the Willamette Valley—that is the 
Willamette River Valley, occur—mature? Par- 
don me? 

A. Historically, fuggles, about the 18th to the 
20th of August, and Jate clusters, generally mght 
after Labor Day, 1s the yardstick that is generally 
used. Say, the first week—the latter part of the first 
week in September. 

Q. That is, clusters, some time in the latter part 
of the first week of September ? A. Yes. 

Q And fuggles? 

A. Between, generally—generally between the 
18th and 20th of August. 

Q. Well, if you cannot estimate the—or deter- 
imine the quantity of the crop you can expect from 
the vines on July 31st, what is the earliest date on 
which this quantity can be estimated ? Generally 2. 
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(Testimony of Ralph KE. Williams, Jv.) 

A. It—obviously, the closer to the harvest period 
—in other words, when the hops are mature, the 
closer that crop may be estimated; but beyond that, 
T don’t believe I could answer your question. 

Q. Perhaps, then, you could tell me this: What, 
if any, is [11] the risk of loss of a hop crop after 
July 31st, to date of maturity or harvest? 

A. Negligible, I would say. 

Q. What, in your opinion, and based upon your 
experience, is the cost of raising a crop to maturity, 
after July 31st, until harvest—I am speaking now, 
of erops on the Eola Farm, or in that area? 

A. ‘That would range, depending upon labor 
rates and other possible—other sheht variations in 
price factors, between twenty-two to twenty-five 
cents a pound. 

Q. That is, it would cost twenty-two to twenty- 
five cents a pound? I don’t believe vou understood 
my question, Mr. Williams. I asked the cost of 
raising a crop from July 31st to—it would be the 


first week in September or the 18th or 20th of Au- 
oust, when they mature—it is from July 31st on to 


maturity ? 
A. Oh, in my other question, I thought you said 


from the beginning. 


The Court: From the time of planting? 

A. Yes, from the time of planting. T would say 
that the cost between July 31st and the time of 
maturity or the start of harvest is generally a 
rather neghgible item. 
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The Court: Well, that doesn’t include the cost of — 


your harvesting, does it? 

A. No. No, sir, no, we have not touched—— 
(interrupted). 

The Court: There would be some cost of har- 
vesting? [12] 

A. Yes, there is substantial cost of harvesting, 
your Honor. 

Q. But the risk of loss, so far as spraying, dust- 
ing, is over? Ams Yes 

Q. That is, [ should say not the risk of loss from 
spraying or dusting, my question is: Is the risk of 
loss from downy mildew and these other pests or 
diseases for which you spray, practically over at 
July 31st? A. Yes. 

Mr. Flynn: T reahze that is a leading question, 
your Honor. 

Q. I would like to ask, does the crop of hops 
erowing upon the vines at July 31lst—did the crop 
of hops growing upon the vines at July 31st, on the 
Eola Farms, have a market value, if you know? 

A. IT would say no. 

Q. Could the crops growing upon the vines at 
July 31st, have been sold for future delivery upon§ 
harvest ? A. Yes. 

Q. Do you recall what the market price for hops 
was at July 31st, 1952, of the market price of hops} 
—I refer specifically to the hops—type of hops 
raised on the Eola Farm? 

A. Yes, it ranged between fifty and fifty-twé 
cents a pound. 
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Q. Was there a decline or raise in the market 
price of hops subsequent to July 31st, 1952, if you 


know ? Ap ies. [13] 

Q@. There was? A. Yes. 

Q@ And what was this—was there an increase in 
the price or a decline? A. It was a decline. 


Q. Do you recall approximately what the de- 
cline in price was? 

A. The latter part of August, the market de- 
clined to the range of thirty to thirty-five cents a 
pound; that is my recollection of it. 

The Court: Did that continue on through the 
first week in September ? 

A. It stabilized itself at about that level, yes. 

@. But it was, to the best of your recollection, 
fifty-two cents a pound at July 31st? 


A. Yes. 

@. You understand, Mr. Willams, that I am 
speaking of 1952 crop hop? nee Yes. 

@. Which were to be delivered after harvest at 
some future date? AS Y essir-. 


| 
| 


Q. Well, assuming the market price for hops of 
this type of fifty to fifty-two cents per pound at 
July 31st, 1952, what, in your opinion, would be the 
value of the hops on the vine at July 31, 52? [14] 

Mr. Watson: I object to that question. There is 
no quantity involved. 

_ Mr. Flynn: The witness has already testified 
that those hops can be sold on the—pardon me—if it 
please the Court, the witness has already testified 
that there is a market for those hops for future de- 
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livery, and he can qualify in regard to the other 
cost. 

Mr. Watson: Well, as I understood the question, 
there has only been one element to the formula, and 
that is assuming a price of fifty to fifty-two cents as 
of July 31st, what would be the value of some unde- | 
termined amount of crop? Maybe [ mistook your 
question, Mr. Flynn. 

Mr. Flynn: All right. Perhaps I should re- 
phrase it. ) 

Q. (By Mr. Flynn): Assuming a normal crop’ 
of hops at July 31st, 1952—you have testified that 
they are not, at that time, mature—assuming fur- 
ther that the market price for hops of that type was: 
fifty to fifty-two cents a pound (interrupted). 

Mr. Watson: Are you through ? 

Q. Not yet. Could those hops have been sold for 
future delivery ? A. Yes. 

Q  Inarriving at the realization to the grower a 
July 31st, 1952, and assuming a sale at fifty-tw 
cents for future delivery, what would be the norma 
cost of harvesting and baling the hops? 


A. That would—would range between twenty 
and twenty-five cents a pound. [15] 

Q. Assuming a sale at fifty-two cents on Jul 
3lst, and assuming further a cost of twenty t¢ 
twenty-five cents per pound for harvesting and balj 
ing, how would you measure the amount the erowell 
would receive for those hops? 

A. By merely deducting the harvest cost fron 
the sale price. 
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Q. Were the hops growing on the Kola Farm 
subject to contract of sale for future delivery at any 
time up to and including July 31st, 1952? 

A. No, they were not. 

Q. Did you contract to sell that hop—that hop 
crop at a later date? 

_ A. No, not in the—they were sold at a later date, 
but not contracted (interrupted ). 

Q. Yes, I understand that. 

A. to sell for future delivery. 

Q. They were not sold to some particular erower 
at X number of cents per pound, or they were not 


sold to some particular broker on the usual contract 
of X number of cents per pound upon delivery ? 

mr No. 

Q For what reason did you refuse to coutract to 
sell—I will retract that question—did you have any 
opportunity to contract for the sale of these hops 
erowing ou the Kola Farm at any time near, within 
a few days of July 31st, 1952? Could you have gold 
them ? 

Mr. Watson: Your Honor, I think that question 

is [16] objectionable. There doesn’t seem to be any 
foundation for it. It is pure speculation. 
The Court: Well, he can state whether or not he 
nad anyone make any offers or anything of that 
sind. That would be the only thing T would know 
that he would know about. 

Mr. Watson: I believe, your Honor, he testified 
chat he hadn’t had any offers or that there have 
een nO contracts. 
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The Court: Let him answer the question. : 

A. I would have to qualify my answer by say- | 
ing that I didn’t recall—I can’t recall whether I 
‘ had any offers or not, but I didn’t intend to sell at | 
that time, though. 

Q. You say you did not intend to sell at that 
time ? A. Not at that market level. 

Q. And what was the reason, specifically, 1f you 
can recall, why you didn’t sell? 

A. As any hop grower, I thought the market was 
going to go up. 

Q What was the—what is—what was, during 
the years 1952 and prior, the average cost of raising 
hops on Willamette River bottom land to maturity 
and harvest during a normal year? If you know, 
and on what yield per acre is your statement based? 
Now, I don’t mean the harvesting. 1 mean up—th 
erowing, cultivating of fertilizing the hops up to 
maturity and before harvest? 

A. Twentvy—twenty—we will say in the range 0 
twenty-two to twenty-five cents a pound; and tha 
ficure is hased upon average [17] yield, which I im 
dicated ranged from thirteen to fourteen hundre 
pounds per acre. 

Q. Myr. Williams, I hand you Exhibit 1A, wil 
you tell me what it is, please? 

Myr. Watson: What—excuse me, what was tha 
last question ? 

Mr. Flynn: I wanted him to identify Hx 
hibit 1A. 

A. This purports to be a copy of the settlemen 
invoice between the firm of Williams & Hart and th 
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Kola Hop Farm, for the—covering the 1952 crop of 
hops. 

Q@. And does that statement show the pounds of 
hops grown or harvested on the Kola Farm, for the 
year 1952? A. Yes. 

Q. And what is that poundage? 

A. It shows one hundred and fifty-two thousand 
seven hundred and forty pounds, and a hundred 
thousand three hundred and fifty pounds, salable 
allotment. 

Q. That is, what became of the hops grown on 
the Eola Farm which were not sold? That is, the 
difference between the one hundred thousand 
pounds that were sold and the hundred and fifty 
thousand pounds that were grown and harvested ? 

A. ‘They were destroyed. 

Q. And for what reason? 

A. Well, they were worthless because we couldn’t 
sell them because they didn’t come under the 
allotment. [18] 
| Q. Were the hops destroved—that is, the fifty 
thonsand pounds of hops destroyed, equal in quality 
to the hops sold ? A. Yes. 

Q. If you know? ma. Vest 

| Q. Is it correct that the hundred and fifty-thou- 
sand pounds—pardon me, I will retract that. Could 
you tell me the acreage in hops—planted to hops on 
the Eola Farms during the year 1952? 

A. Roughly, one hundred and fifty acres. 
| Q. Is it correct to state that the hop production 
Amounts to only five bales to the acre, according t: 


Lo) 
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that statement? A. Yes. 

Q. Do you know or recall why the hop crop 
grown on the Eola Farm during the year 1952 
vielded only five bales to the acre instead of what 
would have been a normal crop, as vou have pre- 
viously testified? Do you know or recall the reason ? 

A. Well, I recall the principal reason being that 
the crop as it matured was of a very friable na- 
ture, and we had extreme difficulty with our ma- 
chine—mechanical harvesting operations and the 
loss of wastage of hops was exceptionally severe | 
that year. 

Q. Reading from that statement, can you tell me 
when the Eola Farms was paid for the hops sold 
from the 1952 crop? 

A. Well, the statement ts dated December 31st, 
1952, 

Q. Do you know or recall the date on which the 
hops themselves were sold? [19] 

A. Only generally duvinge the months of from 
October through December. 

Q. Generally through October and December. 
When did the Kola Farms receive notice of the 
quantity of the 1952 crop of hops it would be per- 
mitted to sell, if vou can recall? 

A. Mid-December of 1952. 

Q. That would be the final or the preliminary 
notice ? 

A. My recollection was that was the final. 

Q. Were—was the Eola Farms notified prior} 
to December of the—a tentative allotment of hops it! 
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would be permitted to sell from the 1952 crop, if 
you recall ? 

A. I ean’t recall—I can’t recall the Control 
Board practices. They were changed from year to 
year, I can’t recall their practice. Generally, they 
submitted preliminary allotments on a piecemeal 
basis, at an earlier date than the final allotment— 
the issuance of the final allotment. 

Q. Do you recall whether they issued any pre- 
liminary allotment or preliminary estimate of the 
amount of hop vou would be permitted to sell prior 
fo July 31, 1952; that is, if vou can recall}? 

A. No, they did not. 

Q. Am [ to understand from vour testimony 
that the final allotment received from the Hop Con- 
‘trol Board, was received after the crops were har- 
vested and baled? A. Yes. 

Q@. When would they be normally harvested and 
baled? I [20] believe you testified to that onee, 
but Gnterrupted ) 


A. Well, as I indicated, fuggles varieties, har- 
vest generally starts the 18th to the 20th of An- 
gust, and the late cluster harvest starting in the 
Jatter part of the first week in September; the har- 
vest generally completed by the 20th to the 22nd 
of September, and the hops are of course dried and 
‘baled as they are harvested, so I would say that 
the very last date would probably be—the last bale 
would be baled probably not any later than Or- 
moper ist. 


| 


| 
i 
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Q. Do you mean that you grew a full crop of — 
hops prior to learning the quantity you would be 
permitted to sell? &. Yes: 

Q. Would your lack of knowledge of the allot- 
ment of hops for sale to be granted to the Kola 
Farm prevent the placing of a market value upon 
the hop crop, in process of growth at July 31, 1952? 

A. Yes 

Q. Do you recall the percentage of the total hop 
crop grown on Eola Farms during the year 1950— 
1950, which you were permitted to sell by the Hop 
Control Board? 

A. It was, in round figures, eighty-five per cent. 

Q. Do you recall the percentage of the total hop 
crop grown on the Eola Farms during the year 
1951, which you were permitted to sell by the Hop 
Control Board? 

A. Again, in round numbers, seventy-three per 
cent. 

Q. Do you recall the percentage of the total hop 
crop grown [21] on Eola Farms during the vear 
1952? A. Sixty-five per cent. 

Q. It has been stipulated between counsel that 
the Kola Farms abandoned the growing of hops 
during the year 1953. Please explain to the Court in¥ 
your own words, why the growing of hops was 
abandoned ? 

A. The—in the winter of 1952 or early spring of 
1953, the Hop Control Program was voted out by 
the hop growers and with the advent of European 
hops coming back into the market, there just was no 


Commissioner of Internal Revenue n3 


(Testimony of Ralph E. Willams, Jr.) 
money to be made domestically in hop production. 
The net result of it is that the State of Oregon is 
not even any longer a factor in hop production to 
speak of. 

Mr. Fylnn: Thank you, Mr. Willams. Your 
withess. 

Cross- Examination 


By Mr. Watson: 


Q. Mr. Willams, | think vou testified on direct 
examination that von managed the Eola Hop Farm 
in the vear 1952, is that correct ? 

A. Yes, | was the—I managed it for my mother, 
yes, as I managed her other affairs. 

Q. And that would apply to the period before 
the Corporation was dissolved ? A. Yes. 

Q. And how long prior to that time had you 


managed the farm? 

A. Since my father’s death in 1940. [22] 

@. You’d handled your mother’s hop affairs— 
hop-growing affairs for a considerable period of 
time, is that correct? A. Yes. 

Q. Then you were—you were the person who 
made the decision on dissolving the Corporation, I 
suppose ? A. No, I would say not entirely, no. 

Q. Who else would partake in that decision 2 
Mr. Flynn: If the Court please, that is not a 
proper question. 

mies Court: | Viell can’t fell, Mr. Flynn. I 
Jon’t know what the object is. 

Mr. Watson: Your Honor, our purpose in this 


y 
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line of questioning is to show that some time in 
July of 1952, or even earlier than that, Mr. Wil- 
liams or his associates, were well aware that there 
would be a loss, and that was one of the reasons 
thev dissolved the Corporation and transferred the 
assets—the growing hop asset to the Petitioner. We 
want to show that they were well aware at that time 
that there would be no market value to speak of 


for these crops, and that a loss would be sustained, 

Mr. Flynn: May it please the Comt, I don’t 
think that is material to the issue of the market: 
value of that crop. 

The Court: Well, I can’t tell, Mr. Flynn, and 
if it is not material, I can always disregard it, so 
1 will hear what he has to CGnterrupted) 

Mr. Flynn: All right, sir. [23] 

The Court: say about 1t, and if it 1s not ma- 
terial to the issue in this case, T assure you that I 
will not consider it in evidence. 

The Witness: Would vou repeat the question, 


please? 


(Previous question: “‘Who else would par- 
take in that decision ?’’—repeated by Reporter 
at this time.) 


A. L assume you want to know the peoples 
names, sir? 

Q. Yes, please. 

A. Well, one person of course, would—who wa 
naturally involved was my mother—whose properti 


was involved. Another person who was advisory wai 
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my mother’s attorney, Burton L. Coan; then I 
would say other people to whom I had talked, and 
we had talked, relative to the future—anticipated 
future of the propagation of hops for profit in the 
Btate, in this area. 

Q. Now, what were the considerations in making 
that decision ? 

A. The considerations in making that decision 
were to—that after a determination had been made 
that the hop crop—or I should say that hops would 
no longer be grown on this farm—premises, that 
we would endeavor to rent the farm to a tenant 
that 1t 
would be just too complicated to have a corpora- 


farmer for other purposes and that the 


tion in the way any more, from a_ bookkeeping 
standpoint, where we would only be receiving one 
rent check, and with no liability, and for just from 
am expense as well as a bookkeeping and an office 
problem. [24] 

Q. Do I understand you correctly that one of 
the primary factors in that decision was your deter- 
mination that the growing of hops was no longer 
profitable 2 
_ A. It was not a determination that the present 
srowing of hops was no longer profitable, but that it 
vould not be profitable for the 1953 and forward 
seasons. 
~Q. Well, why was it then that the decision was 
nade in the middle of the 1952 growing season ? 

A. The only thing I ean say is that was about 
he time we got around to it. 

. Q. Had the decision been under consideration 
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prior to that time? A. Yes. 

Q. Is it your testimony then that the decision | 
to dissolve the Corporation was not primarily | 
based on the realization that a loss for the growing 
of the hop crop in 1952 would be realized ? 

A. I’m sorry. I got the negative or the posi- 
tive (interrupted ) | 

Q. Well, let me rephrase the question then? 

A. Please. 

Q. Ts it not true that one of the primary rea 
sons for dissolving the Corporation in 1952 was the 
realization that a loss would be sustained on the 


1952 crop? poe NO: 
Q. Mr. Williams, have you ever been a member 
of the Hop [25] Control Board? A. Yes. 
Q. Were you a member in 1951? A. Yes 


Q. Were you also a member in 1952? 

A. Yes. 

Q. And did you generally participate in th 
meetings ? A. Yes. 

Q. And as I understood your earlier testimony 
vou have been associated with hop growing fo 
years and vears, is that correct? 

eee that’s rieht; yes. 

Q. Do you recollect the date in 1952 when th 
hop—Hop Control Board met to make their reco 
mendation as to salable quality to the Secretary o 
Agriculture ? 

A. I don’t recall the date, sir, but generally—} 
eenerally it was held—that meeting was generall: | 
held in mid-July. 
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Q. Would the date of July 17th, 1952, be ap- 
proximately correct ? A. Yes, I would say so. 

Q. And that recommendation that was made by 
the Hop Control Board was accepted by the Secre- 
tary almost as a matter of course, wasn’t it? 

ee CS. 

Q. And in July, then. of 1952, the Board did 
reach a decision on the salable quality—salable 


quantity, did they not? [26] A. Yes. 
Q. And vou knew the results of that decision, 
didn’t vou, Mr. Willams? A. Yes. 


Q. And am I not substantially correct in saying 
that at that time they recommended that about 
thirty-six point one per cent of the total crop be 
declared unsalable ? 

A. That would not be the function of the Hop 
Control Board at that time. They would only set 
the potential—the possible—what the demand for 
hops would be, not how big the crop was going 
to be. 
| Q. Well, didn't thev consider, in reaching their 
decision, what the total production would likelv be? 
| A. That did not constitute any element what- 


soever in that determination. 

| @. You mean at the time they met, they didn’t 
have any idea then what the over-all hop production 
would be? 

A. They would have—they would have estimates, 
yes. 

| Q. Well, those estimates were generally pretty 
reliable, were they not? 
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A. Sometimes, they have been—sometimes they 
are and sometimes they aren’t. They are merely 
estimates. But the Control Board only—only sets 
the salable quantity—so many million pounds avail- 
able—that would be available for sale. | 

Q. But for a person in your position, who was. 
well aware of [27] marketing conditions and quanti- 
ties grown and the effect of a decision of this sort, you 
could readily interpret what the result would be 
as far as this crop was concerned, could you not? 

A. You mean how much the cut w ould be? | 

Q. Yes. 

A. Lwould say within reasonable bounds, ves. 

Q. Then, some time in July, you had—had fairly 
sound reason to believe that at least thirtv-five per 
cent of the ’52 crop would not be salable, is that 


not correct? 
A. Y would say only from recollection—my 


recollection probably wouldn’t be that close, but 
T would say that it would be within that range, ves 

Q. And isn’t it also a fact that because of you 
close association with the hop-growing industry 
you were reasonably certain that that would be the 
last vear of control on hops? 

A. No, there were just—there was considerabli 
discontent among the hop growers, but if my recol 
lection serves me correctly, it wasn’t—it didn’? 
make itself known until some time—some time con, 
siderably later in the fall. ¥ 

Q. Was it the general feeling in the hop-growin. 
industry that if the controls were taken off, tha 
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the market would fall awav to a considerable ex- 
tent ? A. Yes. 

Q. And that’s actually what happened, isn’t it? 

A. Yes. [28] 

Q. And is it not also true that for a considerable 
period of time prior to the end of controls, there 
had been a decrease in the amount of acreage 
planted to hops each vear? 

Ee No, I believe if anything, and it is only 
recollection—that if anything, there was a slight in- 
erease im acreage. 

Q. There was an increase in acreage ? 

A. I think—that would be purely from recollec- 
tion as to the last couple of vears, maybe J had het- 
ter sav that TI don’t know. 

Q. Well, let me ask you once again then. Is it 
your testimony that the fact—is it vour testimony 
that an anticipated loss on the 1952 crop was not 
one of the factors—one of the primary factors in 
your decision to dissolve the Corporation in 1952? 
| A. It was not one of the primary factors, no. 

— @. Was it a substantial factor in that regard ? 
| A. No, I world say not. 

_ Q. You may have explained this before, but 
what, precisely, were the reasons for dissolving in 
the middle of the growing season ? 

A. As I indicated, the determination that the— 
that that particular acreage—or that particular 
field would be taken out of hop production, heeanse 
ithe hop business had the appearance, as far ag 19 


il 3 J 
jas far as the subsequent vear of 1953—that it 


Srey aS) 
Weel 


ee 
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not the type of business—in other words, it would 
become risky, with no control—was not a business 
for a widow to be in, and that the ranch was going 
to be leased for some other purpose, and if there’ 
was no longer any reason to have a Corporation, 
as I said, from a [29] bookkeeping standpoint, and) 
standpoint of execution of papers and all the other, 
details that are incident thereto. 

Q. Now, what then was the purpose for forming) 
a Corporation some seventeen months prior to that, 
time ? 

A. At that stage of the game—I mean—game, 
T’m sorry. At that stage, the hop business looked. 
like it was going to be on a fairly level plane for 
quite a number of years, and that in consequence, 
the earnings of the farm would level themselves out, 
and for—it was that reason that the Corporation) 
was formed. | 

Q. Isn’t it a fact that your mother had com 
siderable income from other sources during all these 


vears? ' 

Mr. Flynn: I have an objection, your Honor, 
that is not material. 

The Court: I will permit the witness to answer| 
The objection will be overruled. 

@. Yes, and she had considerable income from 
other sources in the year 1951, is that not so? 

A. T can’t reeall exactly, sir, but I don’t reeal| 
if there were any conditions that would cause tod 
mueh deviation from her ordinary income. | 

Q. Coming back to the decision in 1952, now 
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to dissolve the Corporation, was one of the consider- 
ations the fact that your mother might possibly be 
the beneficiary of a carry-back loss involved in 
the decision ? 

A. I have no distinct recollection. As I said, [— 
it might [30] have been a consideration, as taxes are 
with everything you do nowadays. 

Q. But you don’t have any distinct recollection 
on that point? 

A. Not that it was any primary 
rupted) 

@. Well, was it 

A. I say that—ves, | would assume that prob- 


(inter- 


Gnterrupted ) 


ably it was undoubtedly discussed. 

Q. Then your testimony is that it was a factor 
involved in the decision ? IN NS 

Q. Then I understand you correctly then that 
you did contemplate that there would be a Joss on 
the 1952 crop? A. No. 

Q. Well, I thonght you previously testified that 
you thought it might be possible for your mother to 
yet a carry-back loss? 

A. If there was a carry—if there was a loss, 


, 


yes, Sir. 

Q. But you considered it as a possibility—there 
was a distinet. possibility there would be a loss on 
the 1952 crop? 
| A. In July, I can’t think there—that there was 
mything in the picture that would indicate that 
hat would indicate that there was a loss, with a 
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sixty-five per cent salable allotment, of course, it 
was obvious there would not be too much profit. 
Q. And was it also true that the market had 
been rather soft during that time? 
A. Yes, it was—it was inactive, as I recall, 
from (unfinished answer) [31] 
Mr. Watson: T have no further questions. 
Mr. Flynn: I have two more questions, if you 


please. 
The Court: Let’s hasten along, gentlemen, so we 
ean conclude this. 
Mr. Flynn: All right. 


Redirect Examination 


By Mr. Flynn: 


Q. Mr. Williams, I ask you, were you not aware 
that the Internal Revenue Code provided—con 
tained a provision enabling a sole stockholder tc 
obtain the assets of a corporation without paying 
any tax thereon during the year 1952? A. Yes 

Q. Were vou further aware that the sole stock 
holder obtained these assets, subject to certain re 
strictions, at the same cost basis to the Corporatio 
during the year 1952? 

Mr. Watson: I object—I object to that, you 
Honor. I don’t there—I don’t think there is an 
evidence in the record about the cost basis. 

Mr. Flynn: Tf it please the Court, we hav 
stipulated what the cost basis is. 

The Court: Well. vou are asking something the 
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probably no one but a lawver could answer, My. 
Flynn; however, I am going to let him answer— 
whether ov not he had been advised that, or some- 
hody—or whether somebody had given him the 1n- 
formation. [32] 

Mr. Flynn: If it please the Court, my question 
is directed to this: Counsel has contended that the 
purpose of dissolving during the vear 1952 was to 
obtain a substantial operating loss. I wish to poimt 
out to the Court that the taxpayer had competent 
advice to remind him that he could have obtained 
the same effect by tax-free liquidation. 

The Court: | think that is the way you should 
examine him-—ask him whether or not he had been 
advised to that effect, and not whether he knows it. 

Q. (By Mr. Flynn): Mr. Williams, were you 
so advised by counsel ? A. Yes. 

Q. | would lke—there was one question that did 
confuse me—lI didn’t get the answer—could you tell 
me, please, if vou veeall, when the controls were 
taken off? 

A. My recollection was 1t was some time in the 
spring of 1953. 
| @. In 1953. Thank you. 

The Court: No further questions? 

Mr. Flynn: No further questions. 
Mr. Watson: No further questions. 
The Court: Very well, you may stand aside, sir. 


(Witness excused. ) 
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The Court: Call your next witness, Mr. Flynn. 
Mr. Flynn: We would like to eall Frank [33] 


Kennedy. 


FRANK KENNEDY 

a witness called by and on behalf of the Petitioner, 
first having been duly sworn, Was examined an 
testified as follows: | 
The Clerk: Please state your name, sir, and voui 
address. | 
The Witness: Frank Kennedy, Independence. ) 


Direct Examination 

By Mr. Flynn: 
Q. What is your occupation, Mr. Kennedy ? 
A. Farming. | 
Q. And do you engage in a particular type o. 
farming ? A. TI had been growing hops. | 
Q. For how long have you been growing hops 
A. About thirty-five years. ' 
Q. Where have you been growing hops for th 
past thirty-five years, 1s it in one location? 
A. Yes, Horst (phonetic) Ranch at Indepent 
ence. | 
Q. How far is the Horst Ranch m Thdepenems 
from the Eola Farm, if you know? Approximately 
A. Our line is about a half a mile from ther 


boundary. | 
Q. Were you, during the year 1952, etl 
with other farms in the vicinity of your farm aij 
the crops raised on these farms at that time? 
A. Yes, T was. 
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Q. What kind of crops were raised? [34] 

A. Well, around that district, mostly hops were 
rrOWN. 

Q. Is the land in that area, the area of the Horst 
Farm—Horst Farm, of the same general type as 
shat on which you conduct operations at the Horst 
Farm—l mean—by that, I mean, is the Horst Farm 


ocated on river bottom land ? Ne iis 
Q. Do you know whether the Kola Farm is also 
ocated on river bottom land? A. Yes, it is. 


Q. Was the Hola Farm used for growing hops 
in 1952? A. Yes. 

Q. What variety of hops were grown on the Kola 
Barm during 1952, if you know? 

A. They grew the two varieties—the popular 
varieties, fuggles and clusters. 

Q. Are these the type of hops that was raised 
on the farm that you operate? 

A. The same, yes. 

Q. What is the average yield of seeded hop to be 
axpected from Willamette River bottom land in that 
area, if vou know—during a normal—the aver TEE 
yield in a normal vear? 
| A. I'd say five and a half to seven bales to the 
acre. 

QQ. What was the average of cost of production 
of hops to maturity and before harvest during the 
year 1952, if you know? 

A. Well, it would just be an estimate. Woe 
isually figure [35] that our growing costs up to 
1arvest are twenty to twenty-five cents a pound, and 
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I'd say the average is probably twenty-two and a 
half cents. 

Q. Do you mean that it would cost twenty-two 
and a half cents per pound of actual hops produced, 
or is this average cost based upon the estimated 
yield of five and a half to seven—(interrupted). 

A. Well, it would be either the—you—your 
actual costs are what you produced, but you could— 
you usually figured on an estimated yield. 

Q. And your statement of twenty-two and a half. 
cents, is that what I understood? 


A. Twenty-two and a half. 

Q. Is based upon an estimated vield? 
A. Ona general average. 

Q. Yes, I understand. 
A 
Q 


For a normal year. | 

Based upon your experience, 1s it possible to 
determine with any degree of accuracy, the yield of 
seeded hop vines at July 31st of anv year, growing 
with those vines growing on Willamette River; 


bottom lands ? 


A. Not with any degree of accuracy. You can 
always estimate a crop, but it may be off as much 
as thirty per cent or we may be—I mean, under 
thirty per cent or over ten or fifteen, you very 
seldom are over. [36] 

Q. [am speaking of July 31st, now? 

A. Yes, I know. 

Q. That is—am [ to understand then, that the 
crop can either increase or decrease as much as 


Le 


thirty per cent during the remaining period unti 
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they mature? A. I think so. 

Q. Do you recall whether the seeded hops grown 
on Willamette River bottom land, during 1952, were 
matured at July 31st? LE INS 

Q. Based upon your experience, and assuming 
a market value for baled seeded hops of fifty to 
fifty-two cents a pound, what, in your opinion, 
would be the fair value of a normal crop of seeded 
hops on the vine at July 31st? 

Mr. Watson: J object to that question. There is 
no quantity in it again. 

Mr. Flynn: If the Court please, the witness has 
testified that it is not possible to estimate the crop 
on ily dist. IN restate—DIl withdraw the ques- 
tion. 

Mr. Watson: Maybe JI don’t understand the 
question, vour Honor—lI can’t see where he is going 
to get a value if he doesn’t have the quantity factor. 

Q. Well, would you, as a grower of hops, sell 
your crop at July 31st of anv year for less than the 
cost of production—the average cost of production 
to which you have testified ? A,” Nor [37] 

Q. During the vear 1952, would vou have sold 
your growing crop of seeded hops for less than 
thirty cents a pound on July 31st, provided the 
market price at that date was fifty cents per each 
pound of hops that you could deliver after harvest ? 

A. Will vou please ask that question again? 

Mr. Flynn: Would you read that question back. 
please? 
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(Previous question repeated by Reporter at 


q 
| 
i 


this time.) 

A. Certainly not. | 

Q. Do you know whether there was a crop fail] 
ure affecting hops during the year 1952? 

A. There was none. 

Q. There was none. Do you know of any abnor- 
mal weather conditions—do you know or can you 
recall any abnormal weather conditions prior to 
July 31, 1952, which would have retarded or cur) 
tailed the growth of the hops prior to July 31 of. 
that year? A. JI don’t reeall anything on that. 

Mr. Flynn: Thank you. 


Cross-Examination 
By Mr. Watson: 


Q. Mr. Kennedy, I believe that you testified that 
you wouldn’t sell your hops in any year for les 
than the amount of your incurred expenses, is tha 
correct ? A. On July 31st. 

Q. Why on July 31st? 

A. Well, the crop was made, and I certainh 
wouldn’t sell it [38] for less than the profit. I would 
want a profit out of it, because I had done all th 
work and I have invested all the money. 

Q. Well, assume that your expenses are forty: 
five cents per pound, and that the market at that— 
the future market is nonexistent, and somebod 
offered you twenty cents per pound, would you the 
sel] it? 
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| A. If the—if the market was forty-five—(in- 
terrupted), 

Mr. Flynn: If I may ask the Court’s indulgence, 
counsel has not, as he pointed out to me, qualified 
his question by relating it to the production of hops. 
Ts he talking about forty-five per cent of the hops 
actually harvested some month or two months later, 
or is he talking about forty-five eents per pound 
of the estimated crop at July 31st? 

The Court: Reframe your question, Mr. Watson. 
T think the question is clear, but reframe it to be 
sure, so we won’t have to read it back. 

» Q. Mr. Kennedy, assume that you have costs of 
chirty cents a pound on your hops, and that all of 
vsudden the demand for hops was completely elimi- 
Mated—the future demand for hops is completely 
‘liminated, and vou were well aware of that fact, 
md as of July 31st, 1952, of any year, somebody 
offered you fifteen cents a pound for those hops, 
how’ d sell then, wouldn’t you? 

A; Well, I don’t think T would, no. 

| My. Watson: I have no further questions. 

| Mr. I'lynn: No questions. [39] 

: The Court: Very well, you may stand aside. 


(Witness excused.) 


The Court: Any further witnesses ? 

| Mr. Flynn: Yes, two witnesses, and T will try 
nd make them brief, your Honor. 

) The Court: Very well. 

Mr. Flynn: Roy Nelson, please. 
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ROY NELSON 
a witness ealled by and on behalf of the Petitioner, 
first having been duly sworn, was examined and 


testified as follows: 


The Clerk: Please state your name and your 


address, for the record. 
The Witness: My name is Roy Nelson; I live at’ 


Salem, Oregon. 


Direct Examination 
By Mr. Flynn: 
Q. What ts vour occupation, Mr. Nelson? 
A. Tama viee president of the United States 
National Bank. 


@. In Salem? A. Yes: sige 
Q. Do your duties involve the making of loans 
on agricultural crops? A. Wede: 


Q. Are you familiar with the crops grown OF 
Willamette—that were grown on Willamette Rive 
bottom land in Polk and Marion [40] Counties dur 
ing the vears 1952 and prior? A. Tam. 

Q. Are you familiar with the hop business, hav 
ing made loans? 

A. T have made loans to hop growers on botl 
the production of hops and for hops after harvest 

Q. How long have you been making such loan 
for the bank, Mr. Nelson? 

A. Almost thirty years. 

Q. Do you or your bank make loans on growin 
crops prior to maturity and harvest? 
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A. On practically all advances on growing hops, 
hey are made prior to maturity. 

Q. Did you or vour bank make such loans dur- 
ng the year 1952? A. J think so. 

Q. To the best of your recollection you did? 

A. Yes, sir. 

@. Based upon your experience as a loan officer, 
vhat is the average yield of seeded hops to be ex- 
gected on hops grown on Willamette River bottom 
and, if you know? 

A. The yield, of course, will vary with the farm- 
ng operation, but we generally estimate that the 
neld should be anywhere from a thousand to four 
een, fifteen hundred pounds per acre, broken down 
nto bales, that would be anywhere from five to 
even and a half [41] bales. 

Q. All right. Based upon vour experience as a 
oan officer, and assuming an average vield of hop 
m Willamette River bottom land, and assuming 
‘urther a market price for hops of fifty to fifty-two 
ents per pound, what formula would you have used 
n determining the amount of loan—a loan to he 
nade upon a crop of hops growing at July 31, 1952? 
_A. You mentioned a price ranging from fiftv— 


ifty-two cents (Gnterrupted). 
iQ. Yes. 
A or in that neighborhood. We would 


robably discount the price just a little bit to be on 
he safe side, and deduct from that, what we esti- 
aate the harvest costs to be, which hardly ever are 
ass than twenty cents and sometimes as much as 
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twenty-five cents, and we would aim to confine our 
loans then to a maximum of what could be reason- 
ably expected to be received for that particular crop, 
whether it were hops, corn, potatoes, mint, or what 
have you, over and above the harvesting costs. On 
the hypothetical question that you posed there, Mz. | 
Flynn, if the market price were fifty cents deduct- 
ing from that at least twenty cents or perhaps more 
for harvesting costs, we would loan a maximum of 
one-half of the difference of thirty cents, or roughly 
fifteen cents per pound on the estimated crop, at 
that stage. 

Q. Can we summarizing that as saying that you 
take the market price, deduct the harvest costs, plus 
a little margin for safety [42] and end up with 
fifty per cent of the balance? 

A. That is exactiv what I meant to convey. 

Q. Would you have made such a loan upon the 
Kola crop during the year 1952, had such loan beer 


requested ? 

Mr. Watson: Now, I object to that, your Honor 
T don’t think he’s competent to answer that ques 
tiene | 

The Court: I think it is highly speeulative. | 
don’t think we can hmit it to one, but would yot 
have made that to Eola or any other reputable firm 
Let’s not limit it to one firm. 

Q. Would the amount arrived at by your for 
mula as the amount of a loan be more or less tha. 
the cost of growing a hop crop upon river bottor 
land—answer from vour experience, if you know 
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A. !t would be less. The theory behind that, of 
course, is that we would like to have the borrower 
have something in the production of the crop him- 
self. 

Q. That is, you would not lend what you con- 
sider to be the full value of the cron? 

me Thats melt. 

Q. Based upon your experience as a loan officer, 
what, in your opinion, was the average cost of grow- 
ine a crop of hops on the Willamette River bottom 
land to harvest time during the vear 1952, if you 
ean recall? 

A. A pretty good average would be twenty-five 

cents—twenty-five cents a pound. [43] 
QQ. By average of twenty-five cents a pound, do 
you mean twenty-five cents a pound upon the actual 
hops produced or upon the estimate of the hons to 
be produced ? 


} 


; A. No, on the actual amount of hops produced. 
That’s before picking costs. 

Q. Yes, I understand that. Do you recall whether 
there was a failure of the hop crops in the Wil- 
lamette River area during the year 1952? 
| A. Not to my recollection, no. 

Q. Based upon your experience and knowledge 
of the hop industry, how closely can a erop of hops 
be determined at July 31st, in the Willamette River 
bottom land area of Marion and Polk Counties? 

,_ A. Well, it has been my observation that at that 
| atage, July 31st, the crop is practically made 
through. [t has to mature some more before it is 
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veady for harvest, but at that stage, you can defi- 
nitely determine and estimate quite closely of what 
the crop will be, and the danger from practically all 
hazards has passed by that date. 

Mr. Flynn: Thank you, Mr. Nelson. 


Cross-Examination 


By Mr. Watson: 


Q. Mr. Nelson, referring to your formula that 
you use in making the loans, would the fact that: 
thirty-five per cent of the crop would be declared’ 
unsalable at the end of the year affect your formula 
at all? [44] 

A. Certainly, to the—to that extent. 

Q. It would affect it to that extent ? 

A. Yes. 

Q. And the result would be that you would not 
loan on the full amount of the crop, would you? 

A. Not during the years when your allotments 
were in effect. 

Mr. Watson: That’s all. 

The Court: Are you through with this witness? 

Mr. Flynn: Yes, I am, your Honor. 

The Court: You may stand aside, sir. 


(Witness excused.) 


Mr. Flynn: Mr. C. W. Paulus, please. 
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Sawer AULUS 
a witness called by and on behalf of the Petitioner, 
first having been duly sworn, was examined and 
testified as follows: 


Direct Examination 
By My. Flynn: 


Q. Mr. Paulus, what is your experience im the 
hop business ? 

A. I have been interested in and operating in 
the hop business since 1933. 

Mr. Watson: Your Honor, for the purposes of 
this trial, we will stipulate that Mr. Paulus is a 
qualified hop man. 

The Court: Very well. 

Q. Where are you presently employed, Mr. [45] 
Panlus? 

A. Vice President of Williams & Hart, Oregon 
Corporation. 

— Q. The Wilhams is the Ralph EK. Williams in 
this case? A. Yes. 

Q. In your capacity as Vice President, what— 
approximately what volume of hops do you buy and 
sell each vear? 
| A. Oh, from a volume of twenty-five thousand 
bales down to seven, eight, ten thousand bales. 

Q. You are familiar with the types and varieties 
of hops grown on Willamette River bottom land in 
Polk and Marion Counties ? A. Yes, sir. 

Mr. Flynn: If it please the Court, may I lead 
the witness a little bit? I can speed it up. 

The Court: I beg yeur pardon? 
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Mr. Flynn: Tf it please the Court, may I lead 
the witness a little bit? I ean speed this up. 

The Court: Unless counsel objects, you may do so. 

Mr. Watson: No objection. 

Q. (By Mr. Flynn): You are familiar with a 
hop farm called Eola and the variety of hops raised 
on that farm during the year 1952? A. Yes. 

Q. What kind of hops were grown there ? 

A. Fuggle hops and late cluster hops. 

Q. Can you recall or estimate the frequency of 
your visits to the Eola farm during the period in 
which the hops were growing on the vines during 
the year 1952? [46] A. Yes. 

Q. How do vou so recall? 

A. The visits were quite frequent, in view an the 
fact that the Eola Hop Ranch was located on the 
way to the McLaughlin (phonetic) Farm, which 
Williams & Hart was operating, and I would pass 
by Hola Farm on the way to the McLaughlin Farm. 

Q. Did vou assist in any way with the manage 
ment of the Eola Farm during the year 1952? 

A. No. 

Q. Did you have an opportunity to observe the 
evowth and development of the crop of hops grown 
on the Eola Farm during the year 1952, particularly 
up to July 31? em hes: 

Q. Was the year 1952 up to July 31 a normal 
vear for growing hops, if you can recall? 

A. To my recollection, it was a normal year. 

Q. Based upon your experience with crops of 
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ops grown on Willamette River bottom land, can 
‘ou state the average yield of seeded hops which 
ould be expected to be obtained from such lands 
na normal year? 

A. Did I understand you to inquire if I antici- 
vated that the normal (interrupted). 

Q. What would be the average vield of seeded 
iops on Willamette River bottom land, during a 
iormal year? 


A. From six and a half to seven—seven and a 
alf bales. [47] 

Q. Do you recall whether the hops observed by 
‘ou while growing on the Eola Farm were equal to 
he average of hops grown—growinge on other 
arms on the Willamette River bottom lands im 
-olk and Marion Counties, as observed by you dur- 
he the vear 1952? 

A. J would say that it was about the normal 
rospect. 

Q. Is land on which hops were grown bv the 
iola Farm during 1952 the tvpe from which such 
ield could be expected? ie Nice 
QQ. When do hops of the type grown upon the 
u0la Farm, and upon your own farm, mature ? 
A. The fuggle hops, the early hops, about Au- 
ust the 20th to the 26th, and I am stating that 
ince there were several years that we began our 
arvest operation on the fuggles as late as the 26th 
nd 27th, and on the late hops, the late cluster hops, 
rom, oh, the 5th of September to as late as the 10th 
nd 11th of September. 
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Q. Is it possible to determine the quantity of: 
a hop crop of this type—of the type grown upon 
the Eola Farm during the year 1952 at July 31st, 
under normal conditions? 

A. It is possible to estimate, yes, but not pos- 
sible to determine. 

Q. Why isn’t it possible to determine it accu- 
ratelv ? A. There’s so many (interrupted) 

Q. Explain in your own words. 

A. other factors that may come mto the ma 
turity problem. As a matter of fact, as of July 31, 
the hops are in the bloom. You [48] cannot deter: 
mine whether or not—they may finally make hops 
so-called. It is a flower that is merely burring and 
that hop, which is a flower, may not even come int 
maturity. It may—it could be burned off, so far as 
that is concerned. It doesn’t happen very often, but 
the equation is there that you cannot make a deter 


mination as of July 31. 

Q. But you can estimate the crop? 

A. Estimate, on the basis of vine growth. 

Q. What would—with what degree of tolerance 
in vour opinion ? 

A. Oh, I would say, a bale or two bales’ toler 
ance variance. 

Q. That would be two to four hundred pound 
per acre? A. That’s right. 

Q. Is your recollection of the period prior t 
July 31, 1952, favorable or unfavorable to th 
erowth of hops in the Willamette River bottom lan 


area? y 
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A. My recollection, the growing—during the 
erowing period, conditions were favorable. 

Q. Do you recall the prevailing market price at 
July 31, 52, for baled and dried hops of the seeded 
variety growing on the Eola Farm during that vear, 
1952? 

A. It was around forty-nine to fifty-two cents. 

Q. Do you know whether the hops grown—grow- 
ing on the Eola Farm at July 31, 1952, were sub- 
ject to—under—to sale, [49] under contract at that 
day ? A. ‘They were not. 


Q. Isn’t it true that vou or vour firm usually 
sought the hops on the Eola Farm ? A. Yes. 
»Q. When, to the best of your recollection, did 
your firm buy the 1952 allotment of crop available 
for sale by Kola Farm? 

A. I don’t know the exact dates, but it was sub- 
sequent to October 1, and between October 1 and 
early December, I would say. 


December 
~~ Q. You have testified that you also managed the 
Williams & Hart Farms, Inc., or Williams & Hart 
Will Hart (phonetic) Farm, I guess you would 
all it, during the year 1952? 

| A. Didn’t manage it, no. 

Q. The McLaughlin Ranch? 

_A. Did not manage the Fairfield (phonetic) or 
Nill Hart Farm, no. 

_Q. You did not. How is the value of a growing 
rop of hops determmed, if you know? I’m sorry, 
tow is the value of a growing crop of hops at ma- 
urity determined, if you know ? 
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A. I don’t know whether (interrupted). 

Q. Perhaps I will retract that question and get 
at it some other way. How is the market price that 
is to be bid for seeded hops determined? Would vow 
explain in your own words? . 

A. Which is—the determination of market price 
is a [50] competitive factor in the trade, and largely’ 
evaluated and on the basis of what the brewing 
trade will pay for hops in domestic competition and 
or foreign competition. 


Q. Could the value of the crop growing on the 
Eola Farm at July 31 have been determined by vou! 

A. It may have been estimated, but not deter: 
mined. 

Q. Could you have sold the crop growing on the 
Kola Farm at that time? 

A. Yes, we could have sold it, had the Eola Cor 
poration been willing to sell. 

Q. A factor in the selling would be also a ques 
tion of the determination as to the allotment of hop: 
vou would be willing to sell, or be permitted to sel 
—Eola would be permitted to sell, pardon me? 

A. That would have been a factor, yes. 

Q. When, to the best of your recollection an 
knowledge, did vou first receive notice of what t 
allotment would be for the farms in that area? 

A. Tentative allotment, to my recollection, th 
latter part of October and the final allotment wall 
Just a few days before Christmas, it might hay 
been the 18th or 20th of December. 
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Q. Do vou recall—I may have asked this ques- 
ion—I have skipped quite a little here—do you 
eeall whether—at what dates or approximately 
vhat dates you purchased the hop crop grown on 
Hola Farms? 

A. I ean’t say what date, unless we refer to— 
efer to the [51] records—— (interrupted). 

Q. Well, approximately what time? 

A. T would say between October and Decem- 
yer, in 1952, at various times. 


Q. Had you received your notice of your tenta- 
ive allotment—oh, you testified that it was during 
Jetober, didn’t vou? A. That’s right. 

Q. Is it correct to state that the purchases you 
nade of the Hola crop during and after October 
vere intended to be for delivery after Eola was in- 
ormed by the Hop Control Board of the proportion 
yf the 1952 crop it would be permitted to sell 2 

a. That’s right. 

Q. Did you purchase the entire crop of hops 
srown on the Eola Farm during the year 1952? 
_A. No, we merely purchased the salable per- 
‘entage. 

Q. Do vou recall what the salable pereentage of 
hat crop was during the year 1952? 

| A. Slightly in excess of sixty-five per cent. 

| Q. Did you buy or sell the 1951 hop crop raised 
m the Kola Farm? A. Yes, we did. 

| Q. What proportion of the 1951 crop was per- 
nitted to be sold by the Hop Control Board, if you 
ecall ? 
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A. Tt is my recollection that it was about 


seventy-four per cent. 
Q. Seventy-four per cent and sixty-five per cent 


in 1952? [52] A. (Affirmative nod.) 
Q. Did you buy or sell the 1950 hop crop raised 
on the Eola Farm? A. Yes. 


Q. What proportion of the 1950 hop crop was 
permitted to be sold by the Hola Farm? 
A. That was slightly in excess of eighty-five per’ 


cent, 

Q. That is, the amount of the percentage of crop) 
that you would be permitted to sell, would then 
have a very material bearing upon the revenues to 
be derived from that crop, is that correct? 

A. (Affirmative nod.) 

Q. Did you at any time have any information 
prior to the harvest of the hop crop, of the allot 
ments to be made by the Hop Control Board? 

The Court: In what year? 

Q. In—during the year 1952, I’m sorry. 

A. No formal information, no. | 

The Court: Well, did vou have any informal im 
formation ? 

Q. Yes; did you (interrupted). 

The Court: Of any kind? 

A. IT was not in attendance at the Control Board 
meeting, and the fact is, was absent during most of 
the part—most of July, after the middle of July 
was gone for two weeks, and following that, I can 
not reeall, but unquestionably had conversation 
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with Mr. Williams, but had no formal information 
as to what the Seeretary [53] would determine as 
the salable percentage. 

The Court: I see. Very well. 

Q. Do vou reeall whether there was anv change 
in the market for seeded hops after July 31st, 1952? . 

A. Yes. 

Q. What was the nature of the change, and 
when did it occur, if vou recall? 

A. In late August—I refer to the end of August, 
and in September, there was a drop in the market; 
as 2 matter of fact, an average of—from thirteen 
to fifteen cents per pound im price. Later, then, that 
earried through until September. Later in October, 
the market advanced again—picked up more in No- 
vember, and then in December, reached a point 
Where it was higher than it was at any time in 
July, and even higher than it was earlier in the 
year. My recollection is that the market for seeded 
hops in December was up to fifty-two, -three cents, 
and on seedless, up to sixty-two, sixty-three cents. 

Q. The hops grown on Eola would be seceded ? 

A. Seeded, ves. 

fir. Pisain: That is all. Your witness. 


8-4 Estate of Grace N. Williams, etc., vs. 
(Testimony of C. W. Paulus.) 


Cross-Examination 
By Mr. Watson: 


Q. Mr. Paulus, what caused the drop of the 
market in August of 1952, do you happen to know? 

A. JT ean’t say what it is. That happens very 
often in the [54] market. Brewers have bought their 
supplies that they may feel they wish to commit 
themselves for just prior to that time, and then 
wait and see what the ultimate crop may be. As a 
matter of fact, that is happening right today, mn the 


market. 
Q. You were a member of the Hop Control 
Board in 1952, I suppose ? A. J was not. 


Q. You weren’t a member then ? 

A. (Negative nod.) 

Q. You were aware of the procedure the Ho 
Control Board followed, though, were you not? 

A. Oh, yes. 

Q. Was it your understanding that the recom 
mendation made by the Hop Control Board wa 
fairly certain to be adopted by the Secretary ol 
Agriculture ? 

A. TI would say that I speculated that it maj 
not be. 

Q. It may not be, but as a matter of fact, in th 
years that the program was in operation, the deci 
sion of the Board was adopted, was it not? 

A. Not in all cases, no. | 

Q. Was there any sizeable change between tht 
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recommendation in the amount that was finally— 
and the amount that was finally declared to be not 
salable ? 

A. In 1950, there was a five-thousand-bale vari- 
ance, which percentagewise, as against the total 
quantity, may not. sound very much, [55] but can 
make or break a market. Five thousand bales may 
do that in the hop industry. 

Q. In 1951, the reeommendation was adopted, 
was it not? 

A, Yes, very nearly, is my recollection; ves. 
Q. Were vou a member of the——(nterrupted). 
A. Lf never have been a member of the Hop Con- 


trol Board. 

Q. Never were? A. No. 

@. <As a grower, though—I mean, as a dealer, 
you kept pretty close tabs on what the Board recom- 
mended. did you not? 

A. ‘To the extent that information was available, 
yes. [t was our business to. 
| @. It was very vitally so, wasn’t it not? 
| A. Tsay, it was our business to maintain infor- 
mation on it, yes. 
| Q. But the amount of the crop that was declared 
to be salable each year was probably the main factor 
in determining whether you made a profit or not, 
was—is that not so? A. Not entirely. 

@. No, not entirely, but it was a substantial fac- 
tor, was it not? 

A. {t had an influenee, ves, but was not the— 
was not the entire basis, since the gerewers voted in 
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the marketing agreement in order to make it ag 
profitable business. 
Q. But wasn’t it true that the growers usually | 
had to ineur [56] almost all their costs before they ] 
—hbefore the salable allotment was made—well, they 
had to incur all their growing costs, no matter 
whether they could sell the total crop or not? 
A. Largely; largely, yes, simce these determinary 
tions were not made by the Control Board until§ 
some time in July, so the major portion of the grow-j 
ing costs were already incurred, that is correct. 
Q. So if thirty-five per cent of the crop was de- 
clared to be unsalable, you had sizeable costs tied upy 
in thirty-five per cent that you couldn’t expect tol 
realize, now, is that not correct? 
A. If vou had known that to be the fact, yesm 
And T qualify that by saying that that fact was no | 
determined until the Secretary of Agriculture mad@ 
that decision. 
Q. But weren’t most growers and dealers fairly] 
well advised as to what the recommendation woulé 
be—what the salable percentage would be in July off 
the growing vear? | 
A. They knew what had been discussed at thq 
Control Board session—some who were there did] 
others mav have gotten it by word of mouth, but 1] 
was definitely not determined that vear that tha 
recommendation may be accepted by the Secretar, 
of Agriculture, stnee it was in percentage quantitY 
so much higher than anyone had anticipated, or tha 
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he Seeretary had previously approved on any com- 
nodity, as [ understand it. 

Q. Then it is your testimony that the growers 
id the dealers didn’t estimate that the unsalable 
mantity 1 1952 would be anywhere near as large 
is it was? [57] 

A. I would say it this way: That there was con- 
iderable thinking that the salable quantity may not 
re determined on the basis of the Control Board’s 
ecommendation, by the Secretary of Agricniture. 

Q. I don’t think that’s responsive to the ques- 
yon. I think [asked if they were aware or is it your 
estimony that they didn’t think that the unsalable 
wercentage would be as high as it was? 
| A. State that once more, if you will, please. 

©. Well, did the dealers and growers feel that— 
F understand at that time, in July of *52, that the— 
ras it their feeling that the unsalable percentage 
rould not be nearly as high as it turned out to be? 

A. J would qualify my answer again by stating 
hat 1 was not—not at the Coutrol Board meeting 
1 July, 1952; however, it is my—it is my recollec- 
ion of the information that [ received that they 
id not assume—the dealers and growers did not 
ssume that the percentage 


surplus percentage 

ould be as high as it was recommended or finally 

ras designated by the Secretary of Agriculture. 

1Q. Well, did they beheve that it would be, say, 
‘on per cent Jess than it actually turned out to be? 
A. [ don’t think that they figured that it would 
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be any more than twenty-five per cent at the most or 
even less than that. 

Q. What would you say that the general market 
condition was in 1952? 

A. Mav I refer to a little memorandum that I 
obtained in [58] my office yesterday ? 

Q. Well, I would prefer it if you would just an- 
swer it on your recollection, or (interrupted). 

A. J think I ean hit it pretty well. The 1952 
market did not open up until in February, on 1952 
crop hops—this is on a forward contracting basis)j 
and on seeded hops, which includes fuggles and] 
clusters—these late clusters, such as were grown on 
MeLaughlin—or Kola Farm, was around fifty-two 
to fifty-five cents, and seedless clusters from fifty- 
five to sixty cents. In March, on fuggle hops, ther 
was considerable contract buying at fifty-two cents 
and on seeded clusters, at about the same figure 
from fifty to fifty-two cents; with seedless up © 
fiftv-five to sixty cents. Jn April, it was a nomina 
market, with offerings of forty-nine to fifty-tw 
cents on seedless—or seeded and fifty-five to sixt 
on seedless. And May, it was a nominal month 
There wasn’t too much activity. June, likewise, ant 
the early part of July, toward the end of July ane 
the early part of August, the market on seeded wa 
from forty-nine to fifty-two cents and on seedless} 
up to sixty cents. Then the latter part of Augus 
and during September, as I previously testified, th 
market had recessions and there was a drop fror 
thirteen to fifteen cents in both seeded and secdiesi’ 
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ind maintained itself until up into October. In the 
niddle ef October, the markets again became more 
ictive and rose, and through October-November, the 
narkets went up to forty-five to fifty cents on 
seeded and fifty-five on seedless, and, finally, in De- 
ember, rose to fifty to [59] fifty-three, I believe, on 
seeded and sixty to sixtv-three on seedless. That is 
ny recollection. 

Q. Asa dealer, did you consider the market in 
1952 to be fairly ae 

A. It had periods, ves. of unsteadiness. This 
statement advises you. 

Q. Did vou consider it to be a declining market 
luring that period? 

_A. There were dechning soft spots in it, but at 
ihe end of the period, the market strengthened. 

Q. But isn’t it true that the hop industry gen- 
rally was suffering from a serious over-production 
situation ? 

, A. Yes, there was over-production, as manifested 
- the surplus percentage that was finally set. 

Q In 1953, when the controls went off, a great 
leal of acreage was withdrawn from hop produc- 
ion, is that not true? 

| A. It began to be taken out, yes. 

: Q. And in 1952, most dealers and growers were 
jnticipating that sort of situation, were they not? 


A. I think not. 

© You think they were not? ee No. 

Q. Wasn’t there discussion at that time that the 
ontrols would probably vo off? A. No. [60] 
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Q. Wasn't there any feeling that there would) 
have to be a considerable cut-back in production? | 
A. That may have been considered, but the big- 
gest. shock the hop industry had was when the con- 
trol was voted out. 

Q. Then it is your testimony that the dealers and 
erowers, as you knew the situation, didn’t think 
that the control was going off? A. No. 

Q. Who voted for the decontrol ? 

A. The growers. 

Q. The dealers didn’t participate ? 

A. (Negative nod.) 

Q. But the growers were the ones 


(inter- 


rupted). 

A. The growers were the ones that did it, and 
you could not tell how that election was going to go 
The Seeretary of Agriculture controlled the elee 
tion. By that, I mean, counted the votes. 

Q. Yes, but he didn’t have (interrupted). 

A. He made the determination. 

Q. The growers made the determination ? 

A. The growers cast the votes and the Secretary 
of Agriculture made the determination. 

Q. The tabulation ? 

Mr. Watson: That’s all I have. 

The Court: Any further questions? 

Mr. Flynn: That’s all, your Honor. [61] 

The Court: Very well, sir, you may stand aside 
By the way, Mr. Clerk, did vou get this man’ 
name ? 

The Clerk: Would you give me your name? 


, a —— 2 


Comnassioner of Internal Revenue of 


(Testimony of C. W. Paulus.) 
The Witness: C. W. P-a-u-l-u-s. 
The Clerk: What is your address? 
The Witness: 866 Oak Street, Salem, Oregon. 


(Witness excused.) 


The Court: You may call your next witness. 
Mr. Flynn: Petitioner rests, your Honor. 
The Court: Petitioner rests. 


(Petitioner rests.) 


Mr. Watson: Respondent would like to call Mr. 
Carl Richardson. 
— The Court: Very well. 


CARL RICHARDSON 
a witness called by and on behalf of the Respondent, 
first having been duly sworn, was examined and 
testified as follows: 


The Clerk: State your name, please, and your 
1ddress? 

| The Witness: Carl Richardson. 

The Clerk: Harold ? 

The Witness: Carl; 2540 S.E. 47th, Portland. 
merhe Clerk: ©-a-r-1? 

The Witness: C-a-r-l. 


Direct Examination 
t 
By Mr. Watson: [62] 


~~ Q. Mr. Richardson, where do you work ? 
A. For the U. 8. Department of Agriculture. 
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Q. And what is the nature of your work? 

A. Iam in charge of their Grain Market News 
Branch. 

Q. Now, how long have you been in that employ? 

A. Since 1948. 

Q. And in the years 1950, 51 and 752, were yon 
employed in the same line? A. Yes. 

Q. Would you explain a little more in detail 
what your work entails? 

A. Well, the Market News Branch gathers and 
disseminates market information on argricultural 


commodities. 

The Court: Speak out a httle louder, Mr. Wit- 
ness, so I can hear you, and also to be sure that the 
Court Reporter is getting your testimony. 

A. Do you want me to repeat that, sir? 

The Court: You can speak into that microphone 
there. 

A. Shall I repeat that? 

Q. Yes, 1f you would, please. 

A. The Market News Branch gathers and dis« 
seminates market information on agricultural com- 
modities to the trade in general—growers, dealers 
and Federal agencies, State and County agencies. 

Q. And what is the source of your [63] informa: 
tion? 

A. Growers, dealers, as well as for market in 
formation—current market information, and we 
supplement that by statistics on stock, hops anc 
crop estimates, export and import data. 

Q. Then it is your function to correlate all o 
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his material and put it up in the form of a bulletin 
‘or the farmers, is that correct? 

A. Yes, we issue what we call a Hop Market 
teview, monthly, except in the harvesting season, 
ind we put a report out twice a month. 

Q. And that Review covers the general market 
ituation and deals with the various factors that 
vould be of interest to the farmers, is that right? 

A. That’s right. 

Q. And this Review also dealt with the hop crop, 
s that correct ? A. Yes. 

@. And at my request, have vou had occasion 
0 re-exannne your files for the last few vears? 
mm. I have. 

Q@. And you have looked over vour past bulletins, 
s that correct? A. Yes, in a general way. 
~Q. And you have refreshed vour memory with 
espect to hop conditions in the past years ? 

A. That is correet. [64] 
The Clerk: Exhibit D for identification. 


| (Respondent’s Exhibit D, Witness Richard- 


| 


son, marked for identification. ) 


| 


QQ. f will show you what purports to be Re- 
pondent’s Exhibit D and I will ask you to identify 
, please (exhibit handed) ? 
A. Yes, I prepared this report. 
| Lhe Court: [I can’t hear you, Mr. Witness. 
A. I prepared this report. 
Q@. And what does the Exhibit purport to be? 
A. This is the Season Average Price, Oregon 
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Hops. It shows the type of sale, and equivalent on 
vine returns per pound to growers, covering the 
years 1939 through ’55. 


(Exhibit handed and examined by Mr. 
Flynn.) 


Myr. Flynn: May it please the Court, Petitioner 
will object to the introduction of this testimony on 
the ground and for the reason that the average for 
the year would have nothing to do whatever with 
the valuation of the hop crop on a particular date: 
or the fluctuation in market prices; and for the fur- 
ther reason that this states that it is for the Ore- 
gon, whereas, the hops which are the subject of this 
dispute are grown in a limited area, namely, Polkl 
and Marion Counties. 

The Court: Well, that will only affect its weigh 
and sufficiency. I will overrule the objection and 
receive it for whatever it may be worth and takin 
into consideration that that is, I presume, based or} 
the hop industry throughout the United States anc} 
not on the [65] hop industrv in the Willamette) 
Valley. 

Q. Now, that’s correct, isn’t it, Mr. Richardson 

A. That report is for the whole State of Oregon 
yes. 
The Court: Oh, for the State of Oregon ? 

Mr. Flynn: The entire State. 

A. The entire State of Oregon. 

The Court: The entire State of Oregon; not fo}® 
one particular location. 7 
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A. Yes, that is correct. 

The Court: Very well. 

A. It is the weighted price, however. 

Q. It is offered for the Court’s information and 
you (Gnterrupted). 

The Court: Very well, for whatever it might be 
worth, I will receive it in evidence. 


(Whereupon, Respondent’s Exhibit D for 
identification, Witness Richardson, received in 
evidence. ) 


Q. (By Mr. Watson): Based upon your exami- 
nation of your bulletins, Mr. Richardson, what 
would vou say was the general hop market condition 
an the vear 1952? 

A. Well, in the 
phes well above market needs, prices declined quite 


the crop year 1951-52, with sup- 


steadily through the—through most of the °51-"52 
prop year. Domestic demand was slow and, however, 
rowards the end of 1952, there was a rally in de- 
mand, both domestic-wise and for export. This car- 
ried into the °52-°53 crop [66] year, where we had 
slight price advantage, and then there were—there 
lave been periods of real dull conditions, and then 
there would be a little flurry, and sometimes the 
market was just imactive and void of any transac- 
ions to determine what the market prices might be. 
_ did note that in late 1952, that there was a little 
lurry of activity which carried—which carried into 
carly 1953. 

The Court: Do vou think that was due to the 
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cutting down of the salable allotment, or what was 
the cause of that——-(interrupted). 

A. That was partly true, and, of course, we had 
a little better foreign demand. I think our exports 
sales were a little higher in ’52 than they were. 

The Court: Very well. 

Q. But the general trend from 1950 on was a 
downward trend, is that not so? | 

A. Your trend and prices is definitely down- 
ward. . 

Q. Now, you—in your re-examination of your 
bulletins, did you have occasion to look at the acre 
age planted to hops in Oregon for the years 1951) 
1952 and 1953 and 1954% A. Yes. . 

Q. And what did that examination show? 

A. Well, that shows a—a—from 1950—’52, the 
decline in acreage was some two thousand acres. 

The Court: That is from 1950 to 752? 

A. °51 to ’52, sir, and from ’52 to 53, 1t wai 
nearly six [67] thousand acres. And further decline 
in the last couple of years has been rather smalq 
but it is still declining. 

Mr. Watson: That’s all the questions that — 
have. : 

Mr. Flynn: I have a few questions, if you pleasq 
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Cross-Examination 
By Mr. Flynn: 


Q. I understood you to say that you referred to 
n vour testimony the 1951-1952 crop year. What 
CGinterrupted). 

A. hat, sir, is from—from September through 
August, is the crop year. 

Q. September of one year to August of the next, 
s that correct? 

A. Yes, through August of the next. 

Q. And these statistics of yours are based upon 
‘rom September to August (interrupted). 

A. Crop year basis, uh-huh. 

@. And from what source do you—first, are hops 
‘old or quoted on any exchange? “\. No. 

QQ. They are not? 
_A. No public market for Canterrupted). 


yeriod do you 


| Q. From what source do you obtain the informa- 
‘ion regarding the tabulation of the hop ? 
A. As T stated before from——(interrupted). 
ee Oh, I didn’t hear (interrupted). 
A. I beg your pardon? 
/Q. I didn’t hear you before, I’m sorry. 

A 

Q 


From dealers and growers of hops. 
Approximately how many growers and deal- 
Ys report to vou, do you know? 

A. Well, not exactly, but—varies—of course, the 
iumber of dealers declined considerably, too. 

| @. Do vou judge that by the reason in the ve 
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duction of the number of reports you received, or 
from some other source? 

A. I don’t believe I understood that. 

Q. Here is what I am trying to get at: I am 
trying to find out—I seem to be having a little diffi 
culty asking my question, but that is what I want t 
know—how many dealers or how many growers re- 
port to you for the purpose of preparing the—— 
(interrupted ). 

The Court: Are they numerous? 

Q. Are they numerous? 

A. Yes, numerous report 

Q. How many are there in Oregon? } 

A. That particular report there is qualified as 2 
souree of the Crop Reporting Service. We repro: 
duced it, the Market News Branch. 

Q. Yes, I understand that, but I don’t think you 
have yet answered my question. What proportior 
of the growers in Oregon [69] report to you? Is thi 
report compulsory ? | 

A. No, it isn’t compulsory. 

Q. Itis not compulsory. Well, then, perhaps yo1 
can tell me or estimate to the best of your knowl 
edge, how many of the total hop growers repor 
their sales to you from which you made thi} 
analysis for this Market News Report? 

A. I told—that particular report that you ar 
referring to is put out by the Crop Reporting Ser 
ice, the Agricultural Estimate people, and T hav 
reproduced it. 

Q. Then getting back to your previous test 


(interrupted). 
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nony, your year runs from September of one year 
(0 September of the next, is that correct? 

A. September through August. 

Q. September through August. Then how would 
rour report be—let us say, a sale of 1952 hops made 
is of Angust, 1952, would that be reported in the 
1951-52 year, or would it be reported in the 
1952-53 year? 

A. In August, that would be reported in the 
1951-52 year. 

It would? A. In Avieust of 11952. 

Yes. 

it rans from September 1 through August. 
Well, then this report—this annual average 
value that vou have, does not really inelude the 
952 crop in the 1952-53 or ’52 year or the 1953 crop 
n the ’53 year, you would have—it [70] would seem 
o me that you would have material overlapping, is 
hat correct ? A. No. 

~Q. You mean the hops are not sold on contract 
rior to August of any year? 

i A. No, I wouldn’t say that. 
| @. Well, vou just said that it wouldn’t overlap, 
aut vou previously told me that the—a gale in let’s 


Or ee 


ay July or August of this vear’s erop would 
interrupted). A. Of what year’s crop? 
Q. Well, we can use this year, ’51-52, it doesn’t 
natter ? 

| A. Okay; okay—all right. A sale made in An- 
cust of this year would be ineluded in the 1955-56 


ton Vvear. 
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Q. Made in August, because it runs from what— 
August 31st—from August to September ? 

A. It runs from September 1 through August 
31st, a crop year, on hops. 

Q. ‘That is what I am trying to get at. The sales: 
that were reported to you, then, are analyzed and 
dropped into the proper year, is that right? 

A. Yes. 

Q. Proper crop year? A. Sure. 

Q. I understood you to say a while back, when 
I asked you if the hops sold under contract prior: 
to August 31st would be reported [71] in the 751-42 
vear instead of the °52-53? : 

A. Now you have got me confused. 

@. Well, we’re even. 

A. Well, here is the crop year, it runs from Sep- 
tember 1 through August 31st. 

Q. Yes. 

A. I don’t know what more you want to know. 

Q. Well, here’s what I am trying to 


(inter- 
rupted). 

Mr. Watson: Your Honor, I don’t see the pur 
pose for this line of questioning. The Exhibit is 
merely presented to show what the general marke 
prices were in these years. It has no more import 
than that. 

The Court: I can’t see that’s material, Ma 
Flynn, what crop year—what year you put voul 
particular crop. : 

Mr. Flynn: I am attempting to show here—mg 
next question was going to be directed towards thi 
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mmber of hop ranches in Oregon, if he knew, be- 
sause that statement, as I understand it, would in- 
slude hops grown east of the mountains as well as 
10ps grown in the valley, and they are not the same 
cind, are they ? 

A. No, there’s different varieties of hops raised 
n Oregon. They are not all one kind. 

Mr. Flynn: That’s all. 

Mr. Watson: That’s all, Mr. Richardson. 


| (Witness excused.) [72] 


Mr. Watson: If the Court will indulge us, we 
lave one more witness, but it shouldn’t take very 
ong. 

~The Court: Well, let’s hasten along, please. 


|My. Watson: We call Mr. Eaton, please. 


ROBERT H. EATON 
witness called by and on behalf of the Respondent, 
rst having been duly sworn, was examined and 
ostified as follows: 
|The Clerk: State your name and address for the 
ecord, please ? 
|The Witness: Robert H. Eaton, 1218 S.W. 
Vashington, Portland, Oregon. 


| Direct Examination 

ty Mr. Watson: 

Q. Mr. Eaton, what is the nature of your em- 
loyment ? 

A. I am Officer in Charge of the Northwest 
larketing Field Office of the Fruit and Vegetable 
Jivision, USDA. 
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Q. For how long have you been so employed? 

A. I have been employed as Officer in Charge 
since August, ’53, and as assistant in charge since 
October of 1948. 

Q. In connection with this work, did you per- 
form some function in carrying out the hop-market- 
ing control agreement ? 

A. That’s correct, the Control Board is the in- 
dustrv committee that administers the marketing 
agreement, and the actions they take are in the 
nature of recommendations and the Secretary of 


Agriculture considers those recommendations along 
with other [73] pertinent data and issues the fina 
regulations pursuant to the Marketing Agreement 
Act, under which the authority for it falls. 

Q. Well, in the years 1951 and 1952, the Hop 
Marketing Agreement was in effect, is that correct 

A. That’s correct. 

@. And during those years, you were a rep 
resentative for the Department of Agriculture 1 
earrying out that agreement? 

A. That is correct. 

Q. And did you associate with these Hop Con} 
trol Boards? Ave did, 

Q. And I think maybe you have testified wha 
the Hop Control Boards are, but would you explai 
that a little further—just exactly what the Hoy}, 
Control] Board was? 

A. Well, very briefly, under authority provide 
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which gave them the authority to attempt to bring 
their supplies in balance with demand, and by doing 
that, they—the Administrative Board met each late 
summer and considered prospective demand and 
established what is known—what was known as a 
salable quantity, which they felt the trade could 
consume and reflect a fair return to the grower. 

@. These Boards were made up of growers, is 
that correct? 
Growers and dealers—— (interrupted). 
Growers and dealers (interrupted). 
and brewers. [74] 
And brewers? ee Phat s rich 
And then the industrv itself really controls 


i 


‘he production, ts that (interrupted). 


| A. It was entirelv an industry program, financed 
oy the industry and administered by the industry 
mider the supervision of the Department of Agti- 
culture to assure compliance with the Act under 
vhich they operated. 
| Q. And when did this Board normally meet to 
nake their decision about the amount of produec- 
ion? A. Normally, m late summer. 
/ Q. Late summer? A. Yes. 

Q@. In the year 1952, what was the date of the 
aceting? 

lA. The Board met and considered the subject of 

salable quantity on July 17th, 1952. They made 
heir recommendations to the Secretary of Agri- 
ulture, who considered them along with other per- 
inent datas provided in the order and issued 
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(Testimony of Robert H. Katon.) 
notice of salable quantity on August 7th, and gave | 
anybody opportunity to file objections or arguments 
to that notice, and on August 28th, as published in 
the Federal Register, he issued the final salable 
quantity of thirty-nine milion two hundred thou- 


sand pounds. 

Q. Well, then, if I understand your testimony 
correctly, this decision was made by the Hop Con- 
trol Board on the 17th of July, and the decision 
was passed on to the Secretary of Agriculture [753 
for his adoption at that time, is that right? 

A. The Committee made their recommendations, 
that is correct. The Seeretaryv is the one that makes 
the decision. } 

Q. In your experience working with this Board 
is it true that the Secretary substantially adopts the 
recommendations from the Control Board? 

A. He is required under the terms of the orde 
to give consideration to the Board’s recommenda 
tion as well as to other statistical information avail 
able to him. It is true that considerable weight ij} 
given to the Board’s recommendations, since the: 
have been elected to represent the industry. He doe 
sometimes follow it, and sometimes deviates fron} 
it shehtly. 

Q. Then, the Board takes into consideration th 
amount of the estimated crop as of this July dat 
and the amount of the estimated crop that can k 
sold, and then they reach a percentage of salab! 
and non-salable crop, is that correct ? 

A. No, the Board merely estimates the deman 
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for which they feel the brewers can consume, con- 
sidering the carry-over, and establishes a salable 
quantity. The surplus percentage is determined by 
dividing this salable quantity as established by the 
Board and finally approved by the Secretary, by 
the crop production as it is finally tured out to be. 
Q. But for a grower or a dealer—he can reason- 
ably estimate what the salable percentage will be 
once the Hop Control Board makes it decision, isn’t 
that correct ? [76 | 
A. Once the Board has made their recommenda- 
tions and assuming the Secretary has approved it, 


anvone—dealev, grower or anyone, can take the eur 
rent estimates of crop production and make the 
salculation himself. 

~~ Q. Then it is possible, and it is the usual prac- 
tice to consider that the salable percentage has been 
ixed as of the date the Hop Control Board makes 
ts decision, isn’t that so? 

| A. Not fixed, no. It’s dependent upon what the 
crop turns out to be, which may vary some either 
way, depending upon how the crop finally turns out. 
But, taking within reasonable bounds, I think vou 
van say yes. 

| Q. But in the years here in question, 1951, 1952, 
jhere was no substantial deviation from the figure 
hat was set up by the Control Board, was there ? 
A. The salable quantity as recommended was 
adopted, that is correct. The surplus percentage was 
ot. finally established, of course, until every last 
sale was weighed, by the Board, until every last un- 
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harvested acreage was estimated by the Board and 
figures established. However, beginning with July 1 
each year, the Crop Reporting Service makes an 
estimate of total crop production, and they make 
that monthly, and using that monthly crop produc- 
tion and the Board’s recommendation, assuming 
that it—basec on the assumption that the Secretary 
approve it, you could come up with an estimate of 
what the surplus might be. But again, there—that 
estimate on July 1 is released on July 10th, so from: 
the period— [77] the figure you are using in making” 
this rough caleulation is a July 1 figure, and the 
August L figure does not become available until 
August 10th. 

@. Well, as a matter of fact, in 1952, the un- 
salable percentage didn’t change from July 17th 
until the end of the erop season, did it, to any sub- 
stantial degree ? 

A. Well, | will have to check my figures—I don’t 
believe it varied. As I said earlier, it was within 
reasonable—if | make a reasonable estimate, I think 
it varied maybe a couple of per cent from the he-y 
sinning to the end. 

Q. Not more than two or three per cent? 

A. As T recall, it was in that vicinity, yes. 

Mr. Watson: What’s¥al li have 

Mr. Flynn: J have a few questions I would lk 
to ask you. 
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Cross-Examination 
By Mr. Flvnn: 
Q. Does the Board set the production of the hops 
—the quantity to be produced ? 
A. No, that’s Guterrupted) 
Q. It does not. The Board does say, if I under- 


stand your testimony correctly, thai you can sell a 
specific quantity of what is grown, is that correct ? 
A. It established a total salable quantity, that ts 
correct. 
Q@. Now, I wnderstood vou to say that you—I 
understood [78] you to say that a notice was fur- 


nished to the growers early—what happened if they 
sold hops—sold their hops based upon that notice, 
and it later turned out that the percentage was 
reduced ? 

A. The salable or surplus percentage ? 
Q. Salable, we are talking about ? 
A. The salable quantity is, and its effect on what 
a grower could sell, took precedence over contract, 
so——(interrupted) 
| Q. By that, then, this notice that you furnished 
them in August was not final, was it ? 


_ A. No, as I testified earlier, the final—when we 
ave speaking in terms of the percentage. the final 
depends upon the final production. 

®. And that final production is determined 
when? In the vear 1952, since that is the year we 


are talking about? 
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A. May I check my notes here? 

Q. Certainly. 

A. (After checking notes): Well, it was ap- 
proximately December 15th that I can (inter- 
rupted ) 

Q. I have December 20th. 

A. That is—I don’t find the notice that was sent 
out right now, although I could furnish it (in- 
terrupted ) 

Q. Now, there is just one other question, I think. 
What happened in those instances where the crop— 
you have testified that you obtained estimates of the} 
total crops—of the total crop to be produced, also 
of the total hops that could be used or pur 
chased [79] by the brewer. What happened iy a 
material portion or any portion of the crop that you 
estimated to be produced turned out to be of poor 


quality ? 
A. The only hmitation (interrupted ) 
Q. Isn’t it possible Gnterrupted) 


ja on quality was leaf and stem content. 
Q. Isn’t it true that where a part of a crop wa 
of poor quality, a grower could sell all of his hops 
by just buying certificates, one having good quality 
hops? Let’s say that we (interrupted ) ) 
A. That was true in the ’51-’52 marketing sea: 
son. The order was amended, effective for the 752-75: | 
crop, limiting the grower’s salable quantity to the) 
quantity he harvested within the salable quantity. 
Q. All right, but wouldn’t it also be true there} 
that if the hops were of poor quality, he could sel 
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Testimony of Robert. H. Eaton.) 
—and he had harvested them, he could sell those 
ertificates to someone—some neighboring farm who 
iad good quality hops? 

A. If he harvested them ? 
»Q. Yes. A. Yes. 
Q. Isn’t that true? A. Yes. 
| Mr. Flynn: I think that’s all. 
Mr. Watson: That’s all. 
~The Court: Very well, you may stand aside, 
ir. [80] 

Mr. Watson: ‘That’s all, Mr. Eaton, thanks very 
quch. 
/The Witness: ‘Thank vou, sir. 


(Witness excused.) 


The Court: No further testimony ? 

; Mr. Watson: No further testimony. 

The Court: No further testimony ? 

Mr. Flynn: No further testimony. vour Honor. 


(Respondent. rests.) 


|The Court: Very well, gentlemen, what is your 
Jeasure iv regard to time for filing briefs? 

Mr. Flynn: May we have forty-five days to file 
‘etitioner’s brief, your Honor? 

~The Court: Very well, what day will that fall 


‘The Clerk: June 18th. 

‘The Court: Petitioner’s original brief to be filed 
a or before June 18th; Respondent, thirty days 
fom that, wil] that he enough? 
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Mr. Watson: Yes, that will be enough. 

The Clerk: July 18th. 

The Court: Respondent’s answer brief to be file 
on or before July 18th. Will twenty days be enoug. 
on the reply? 

Mr. Flynn: Yes, your Honor. 

The Court: And the Petitioner is given un 


August (interrupted ) 
The Clerk: August 7, your Honor. [81] 
The Court: ———7th to file his reply brief. 


There is nothing further in connection with th 
case, gentlemen ? : 
Mr. Watson: No, your Honor. 
Mr. Flynn: No, your Honor. 
The Court: We will be recessed until 10: 
o’clock Monday morning. 
(Whereupon, at 5:15 o’clock p.m., the hea 
ing in the above-entitled petition was closed. 


Filed May 29, 1956, T.C.U.S. 
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RESPONDENT’S EXHIBIT B 


United States Department of Agriculture 
Agricultural Marketing Service 
Grain Division 
345 U.S. Court House 
Portland 5, Oregon 


May 3, 1956. 


egon Hops: Season Average Price,’ Type of Sale and Equiva- 
lent on Vine Returns Per Pound to Growers, 1939-1955: 


Crop Year set Contract All on wine 
OES 20 15 
OE oa Lae 1) 
igs] La 30) 16 
ee 82 OT 46 28 
| Ne SR es ee 05 61 62 +2 
| eae ea .66 .66 66 45 
ey vad ee ee 64 64 6+ +5 
Oe. 62 .62 62 +0 
USE ELE, Reece eae ea 10 07 42 

Be eee... 87 Gy 49 26 
Re ee scans wD ne BD?) aut) 
|: Ee 69 oe) OY 38 
ee eet Ok 65 65 +3 
ee ee es 68 fol 38 
125 c-Si Ole oes 5 AT 6 24 
eee 22 AT 44 22 
|") eens 40 


‘Note: Weighted average contract and open market sales. 
Souree: Agricultural Estimates, USDA, AMS. 
CARL Rk. RICHARDSON, 
Market News Br. 


Admitted in evidence May 4, 1956. 
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Filed October 29, 1956 


MEMORANDUM FINDINGS OF FACT 
AND OPINION 


This proceeding involves income tax deficienci 
for the taxable year's 1951 and 1952 in the amount 
of $2,806.69 and $13,060.19, respectively. : 

The sole contested issue is the fair market val : 
of a certain growing hop crop on July 31, 1952, o 
which date the decedent acquired the crop, amon 
other assets, in exchange for capital stock of Kol 
Hop Farms, Ine., as a liquidating dividend. 


Findings of Fact 
The stipuated facts are found accordingly. 


The growing hop crop here in question we 
planted on the Eola Hop Farms located in Mari 
County, Oregon. This farm consisted of a total ¢ 
approximately 165 acres, of which 149.5 acres weg 
planted to hops. 


Prior to 1950, the farm had been owned and op 
ated by Grace N. Wilhams (hereinafter referred 
as the decedent) and a co-partner, under the pa 
nership name of Williams and Thacker. In 19% 
the interest of the co-partner was purchased by t# 
decedent, and thereafter until March 1, 1951, a) 
cedent operated the business as a sole propriet 
ship. On March 1, 1951, all the assets and liabilit 
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xf the sole proprietorship were transferred by de- 
edent to Kola Hop Farms, Inc., a corporation, in 
xchange for all of the capital stock of the corpora- 
aon. Krom March 1, 1951, to July 31, 1952, the 
‘arming business was carried on by the corporation. 
(hereafter, farming operations were again carried 
m by decendent as a sole proprietorship. In 1953, 
he hop vines were pulled up and the growing of 
1iops abandoned. 


| The corporation reported a loss of $8,597.33 for 
ts operations for the period from March 1, 1951, 
0 December 31, 1951. For the seven months ending 
fuly 31. 1952, a loss was reported by the corporation 
n the amount of $339.12; however, in the computa- 
ion of such loss the expenses incurred by the corpo- 
ation in plantmg hops m March and caring for 
he 1952 crop up to Julv 31, 1952, were not deducted 
rut were carried on the balance sheet of the corpo- 
ation as an asset in the amount of $44,165.66. This 
um was carried over and utilized by the decedent 
n computing the loss attributable to the 1952 hop 
rop. In addition to the above-referred-to expenses 
acurred by the corporation the decedent, operating 
. a sole proprietor after July 31, 1952, incurred 
urther harvesting and marketing expenses attrib- 
table to the hop erop in the amount of $42,015.89. 


The receipts from the sale of hops for the years 
950, 1951, and 1952, and the expenses incurred at- 
ributable to such receipts are as follows: 


| 
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Reported Reported " 

Year Hop Receipts Expenses © 
1 ~~ $108,246.42 485,820.81" 
Ce a ee | ae 88,506.31 82,826.96 . 
is wt ee ee ee 416,445.72 86,181.55 
: , i 
The total crop production for 1952, in terms of , 
i i 
pounds, the salable quantity of the crop, the amounts _ 
7" om - 
sold, and the unit price per pound received and the h 
* ( 

total receipts for the 1952 hops are shown by the 
following: | 
1952 Crop Hops i 
Total erop—per Hop Control Board...................... 152,740 pounds N 
Salable®percentage® ............... ee eee 65.7% Th 
Galable allotment 22. 100,350 pound: 
1 

Sales Bales Pounds Price Amount 

Jos. Sehlitz Brewing Co......... 246 48,716 52¢ $25,382.38: | 
Hans Hinrichs Hops Co., Ine. 32 7,643  67¢ 51208 
Pamleheineniamn Co.....2e.... 1 228 42¢ 95.70 
(alimtermemann, Co0......2--22 15 2.399 4G 1,007.48 tt 
Yakima Chief Ranches, Ine...226 45,697 34¢ 15,536.%% r 

——oa | 
518 104,683 $47,093.40 
(er tmesten Cake 2.............. 2,090 ea GAT TE Ie 
518 102,284 $46,445.00 


a 

No contracts for the sale of the 1952 hop crop tc , 
dealers or users or any other persons had beet 
executed by either the corporation or the deceden | 


as of July 31, 1952. ' 

The net income reported by decedent for the yea 
1950 was $36,241.51; for the year 1951, $30,344.4C , 
Tn her Federal income tax return for 1952 deceden 2 
reported a net farm loss on the operation of th § 
Kola Farms in the amount of $43,385.90. When thi 


loss was offset against other income received by th 


N 
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decedent in 1952 the result, as reported on her tax 


return, was a net loss of $8,731.03. 


. The average cost of planting and cultivating hops 


on lands in the vicinity of the Eola Farms during 
| the year 1952 was from 22 to 25 cents per pound, 
and the average cost of harvesting and baling was 


from 20 to 25 cents per pound. 


The growing crop of hops distributed to the de- 
1 eedent was not matured on July 31, 1952, and the 
j risk of loss from mildew and other crop diseases 
‘was practically nonexistent at that date. The crop 
matured during the latter part of August and the 
early part of September, 1952. 


+ The average market price for the type of hops 
grown on the Hola Farms as of July 31, 1952, was 
‘between 49 and 52 cents per pound. In the latter 
part of August the price range was between 30 
and 35 cents per pound. In the middle of October 
i the market became more active and through Novem- 
ber ranged from 45 to 50 cents per pound, and dur- 


i 


ing December the price ranged from 50 to 53 cents 


- 


“per pound. 


The hop industry has been suffering from serious 
overproduction since 1950. The market, for the most 
‘part of 1952, was relatively inactive. Under the 
Agriculture Market Agreement Act of 1937, the 
industry put into effect an agreement providing the 
industry with authority to bring supplies in balance 
with demand. The agreement was administered by a 
Hop Control Board made up of growers, dealers, 
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brewers, and Government representatives. The Board — 
met in the late summer of each year and made a sur- 
vey of prospective demand and other factors which ~ 
might affect market conditions. It determined what 
they considered to be the salable quantity of crop 
then planted—a quantity which the trade could 
consume and which would reflect a fair return to 
the grower. The Board made a recommendation as 
to salable quantity, which was transmitted to the 
Secretary of Agriculture for final decision. The Sec- 
retary considered the recommendation of the Board,’ 
along with other pertinent data, and issued a final 
salable quantity. In general, the Board’s recon 
mendation as to the salable quantity was adopted 
by the Secretary without substantial change. In the 
year 1952, the Board’s recommendation did not vary’ 
more than one or two per cent from the final de- 
cision made by the Secretary of Agriculture. ! 


The over-all salable quantity for the hop industry’ 
determined by the Secretary was a percentage of 
each grower’s crop and the growers could noi, 
market more than such _ established percentage! 
Nevertheless, it was necessary for each grower tq 
harvest all his crop, including the unsalable portion) 


The salable percentage of each grower’s crop was 
slightly in excess of 85 per cent in 1950; approxi 
mately 74 per cent in 1951, and in 1952 it was 65. 1 


mer cent, , 
if 


The Hop Control Board met on July 17, 1952, 
and made its recommendation to the Secretary o 
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Agriculture as to the salable quantity of the crop 
‘for that year. 


R. E. Williams, Jr., a son of decedent and execu- 
tor of her estate, had long been active as a grower 
and dealer in hops. He was a member of the Hop 
Control Board and in 1952, participated in its de- 
liberations which resulted in recommending that 
approximately 36 per cent of the erop be declared 
nonsalable. 


Williams managed the Eola Farms in 1952, and 
had managed it since 1940. He handled the dece- 
dent's hop-growing affairs in 1952 and for a consid- 
vrable time prior thereto. He also participated in 
he decision to dissolve the corporation on July 31, 
1952. 


The fair market value of the 2 growing crop of hops 
bn the Eola Farnis property on July 31, 1952, was 
q 311,500. 


i 


‘LeMire, Judge: 


Opinion 


The question presented requires a determination 
f the fair market value of a growing hop crop on 
aly 31, 1952, on which date the decedent acquired 
he crop as a liquidating dividend. 


l 


_ The petitioner contends that the fair market value 
f the growing hop crop was not determinable on 
fe critical date in question because the decedent 
as not willing to sell the crop at less than the cost 
f planting and cultivating the crop up to the date 
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of the transfer, which cost was in the amount of 
$44,165.66. This position 1s premised on the usual: 
definition of the term “‘fair market value’’ as the! 
price at which a seller willing to sell at a fair price 
and a buyer willing to buy at a fair price, both hay- 
ing knowledge of the facts, will trade. 


The respondent determined the fair market value 
of the crop as of July 31 to be the amount of 
$4375.40, which was calculated by deducting from 
the total farm revenues for the year 1952, the tota 
cost of the operations of the farm for the perio 
August 1 to December 31, 1952. 


We do not think the contention advanced by eithe 
of the parties furnishes the correct solution. to th 


question in controversy. 


The statute requires a valuation of the propert 
at the critical date involved. The determination 
value is a factual one. No fixed formula is co 
trolling, but the facts of probative force serve 


fix value. 


We are here dealing with a special property whi¢ 
we think admits of no accurate determination, a 
in such cases recognition is given to the rule ¢ 
reasonableness and common sense. 


The record shows that on the critical date t 
crop was matured to the extent that from then 
harvest-time the risk involved from mildew and di 
ease was negligible so that the yield in pounds cou 
be approximately estimated; the range m hid pri 
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and cost of harvesting the crop in pounds were 
known. 


On July 17, prior to the eritical date, the Hop 
Control Board had made its reeommendation to the 
Secretary of Agriculture as to the percentage of the 
1952 crop that would be salable. The decedent’s 
agent, R. E. Williams, Jr., was a member of the 
Board and was aware of its recommendation, as 
were hop growers and dealers generally. While the 
Secretary of Agriculture made the final decision as 
to the percentage of the hop crop that would be 
salable, and such decision was made at the end of 
the year, it was known that it was the general prac- 
fice of the Secretary to adopt the Hop Control 
Board’s recommendation. 


In making our determination each specific factor 
ind such facts as might be reasonably anticipated, 
is of the valuation date, have been accorded such 
Veight as in our judgment the facts and cireum- 
tances require. 


| We, therefore, have found as an ultimate fact that 
he fair market value of the growing hop crop in 
{uestion, as of July 31, 1952, was $11,500. 


Decision will be entered under Rule 50. 


Served October 29, 1956. 
Entered October 29, 1956. 4 


120 Estate of Grace N. Willams, etc., vs. 


The Tax Court of the United States 
Docket No. 57441 


ESTATE OF GRACE N. WILLIAMS, Deceased 
RALPH E. WILLIAMS, Executor, 


Petitioner, 
VS. 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


DECISION 


Pursuant to the Court’s Memorandum Finding 
of Fact. and Opinion, filed October 29, 1956, the re 
spondent filed a computation which the petitione 
agrees is in accordance with the opinion. Therefor 
it is 

Ordered and Decided: That there are deficiencie 
in income tax for the taxable years 1951 and 195: 
in the respective amounts of $2,217.79 and $8,532.1 


[Seal] /s/ C. P. LeMIRE, 
Judge. 


Entered December 12, 1956. 
Served December 13, 1956. 
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United States Court of Appeals 
for the Ninth Circuit 


Tax Court Docket No. 57441 
‘Title of Cause. | 


PETITION FOR REVIEW OF DECISION OF 
THE TAX COURT OF THE UNITED 
STATES 


To the Honorable Judges of the United States 
sourt of Appeals for the Ninth Circuit: 


The Estate of Grace N. Willianis, deceased, by 
zalph MH. Williams, Executor, the petitioner in this 
fause hereby files a petition for the Review by the 
Jnited States Court of Appeals for the Ninth Cir- 
uit. of the decision of The Tax Court of the United 
States, entered on December 12, 1956, T. C. Memo. 
1[956—239. 

Ts 


Jurisdiction 


The petitioner on Review is the duly qualified and 
ictinge Hixecutor of the Estate of Grace N. Williams, 
leceased August 20, 1954, under letters testamentary 
ssued by the Circuit Court of the State of Oregon 
‘or the County of Multnomah, Department of Pro- 
vate on September 29, 1954. The individual income 
ax returns of Grace N. Williams for the calender 
rears 1951 and 1952 were timely filed with the Di- 
‘ector of Internal Revenue for the District of Ore- 
ron, whose office is located at Portland. Oregon, 
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within the: jurisdiction of the United States Court, 
of Appeals for the Ninth Circuit. 


IT. 


Nature of Controversy 


The controversy involves the proper determina- 
tion of the petitioner’s liability for federal indi+ 
vidual income taxes for the calendar years 1951 and 
1952. 


The decedent was the sole stockholder of Hola 
Hop Farms, Incorporated, an Oregon corporation, 
engaged in the business of hop farming in Marior 
County, Oregon. On July 31, 1952, Hola Hop Farms 
Incorporated, distributed to the decedent as ¢ 
liquidating dividend all of its assets consisting of 
165 aeres of land of which 149.5 acres were plantec 
to hops together with the buildings and equipmen! 


necessary to operation of the farm. 


The sole contested issue before the Tax Cour 
was the fair market value of the crop of hops grow 
ing upon the lands distributed to the petitioner b} 
Eola Hop Farms, Incorporated, as of July 31, 1952 
The expenses incurred by the corporation durin 
the period from January 1 to July 31, 1952, for th 
planting, care, and cultivation of the growing cro 
of hops amounted to $44,165.66. This sum was cal 
ried on the balance sheet of the corporation as a: 
asset (prepaid expense) at the time of distributio; 
to the decedent. | 


The contention of the petitioner was that the fai 
market value of the growing crop distributed to th 
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lecedent could be established by a sum in excess of 
i figure representing the market price bid for hops 
yf the type raised on the Eola Farm as of July 31, 
1952, less the estimated costs of harvest and baling 
nultiplied by the estimated yield of hops per acre, 
und that the value so ascertained was not less than 
he costs of production of the crop to the date of 
listribution, i.e., $44,165.66. 


The decedent reported receipts from sales of the 
1952 hop crop in the amount of $46,445.72 and ex- 
senses of $86,181.55. The latter sum included $44,- 
165.66 claimed by the decedent as the fair market 
value of the growing crop received in lquidation 
yu the Kola Farms, Ine. The resulting loss was 
absorbed in part by the deeedent’s income from 
ther sources and im part by a claim for an operat- 
ng loss carry-back to income of the vear 1951, for 
Which she received a refund of income taxes pre- 
nously paid. 


The respondent, Commissioner of Internal Rev- 
nue, determined the fair market value of the grow- 
ng crop at July 31, 1952, to be £4,375.40. The re- 
spondent’s determination was arrived at by deduct- 
ng from the total farm revenues, the costs of opera- 
jon of the farm from August 1 to December 31, 
952. 


| The respondent's determination that the fair 
market value of the crop distributed to the decedent 
vas $4,375.40 instead of the sum of $44,165.66 
laimed by the decedent resulted in an inerease in 
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the taxable income of the decedent for the year 
1952 of $39,790.26 and the elimination of the loss. 
carry-back claimed by the decedent against income 
of the calendar year 1951. 

The Tax Court found as an ultimate fact that the 
fair market value of the growing crop distributed: 


to the decedent as of July 31, 1952, was $11,500.00 


IY, 


Assignments of Error 


The Petitioner assigns as error the following acts 
and omissions of The Tax Court of the United 
States: 


1. The Tax Court erred in its application of the 
law relating to the determination of fair a 
value of the growing ¢rop. 


2. The Tax Court erred in finding as an ultimate 
fact that the fair market value of the growing crop 
was $11,500.00 at July 31, 1952. 


3. The Tax Court erred in that its decision if 
not supported by the evidence and is contrary t 
law. 


4. The Tax Court erred in holding and decidin 
that there was a deficiency 1n individual income taxe, 
due from the petitioner in the amount of $2,217.79 fo 
the year 1951 and in the amount of $8,532.14 fo 


the year 1952. 


Wherefore, the petitioner prays that the decisio 
of The Tax Court of the United States be a 
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by the United States Court of Appeals for the 
Ninth Circuit. 


/s/ JOHN L. FLYNN, 
Attorney for Petitioner on 
Review. 


Affidavit 
State of Oregon, 
County of Multnomah—ss. 


Being first duly sworn, I depose and say that the 
Commissioner of Internal Revenue is the respond- 
ent in the within-entitled petition and that John 
Potts Barnes, former Chief Counsel of the Internal 
Revenue Service, was the attorney of record for the 
yespondent m the within-entitled proceeding; that 
the said John Potts Barnes has resigned from the 
Internal Revenue Service; that Herman T. Reiling 
is presently Acting Chief Counsel of the Internal 
Revenue Service and is the attorney of record for 
the Commissioner of [nternal Revenue; that the 
said Herman T. Reiling has an office in the Tnternal 
Revenue Building in Washington, D. C.: that be- 
tween said place and Portland, Oregon, there is 
regular communication by mail; that on March 5, 
1957, I served an original copy of the within 
Petitioner’s Notice by Petitioner of Filing Petition 
for Review together with a true copy of the Peti- 
jlon for Review and Designation of Record upon 
the said attorney by depositing the same in the 
Jnited States Postoffice at Portland, Oregon, en- 
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closed in a sealed envelope with postage prepaid — 
thereon, addressed to him at the said address. 


/3/ JOHN L. FLYNN, 
Attorney for Petitioner. 
Subseribed and sworn to before me this 5th day . 
of March, 1957. 
[Seal] /s/ MARY E. PEASE, 
Notary Public for Oregon. 


My commission expires: Aug. 13, 1959. 


Duly verified. 
Biled Masel 7, 1957, T.C.U.S. 


[Title of Tax Court and Cause. ] 


CERTIFICATE 


I, Howard P. Locke, Clerk of The Tax Court Gf 
the United States, do hereby certify that the fore- 
going documents, 1 to 11, inclusive, constitute and 
are all of the original papers on file in my office ag 
ealled for by the ‘‘Designations of Contents of Ree 
ord,’’ including joint Exhibit 1-A, attached to stipu- 
lation of facts, and respondent’s Exhibit B, admit 
ted in evidenee, in the case before The Tax Court 
of the United States docketed at the above numbel 
and in which the petitioner in The Tax Court cast 
has filed a petition for review as above numberec 
and entitled, together with a true copy of the docke 
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entries in said Tax Court case, as the same appear 
in the official docket book in my office. 


In testimony whereof, I hereunto set my hand 
and affix the seal of The Tax Court of the United 
States, at Washington, in the District of Columbia, 
this 15th day of March, 1957. 


[Seal] /s/ HOWARD P. LOCKE, 
Clerk, The Tax Court of the 
United States. 


[Endorsed]: No. 15508. United States Court of 
Appeals for the Ninth Circuit. Estate of Grace N. 
Williams, Deceased; Ralph EF. Wilhams, Executor, 
Petitioner, vs. Commissioner of Internal Revenue, 
Respondent. Transcript of the Record. Petition to 
Review a Decision of The Tax Court of the United 


States. 
Filed Mareh 28, 1957. 


Docketed April 1, 1957. 
Pye P. O'BRIEN, 


Dlerk of the United States Court of Appeals for the 
| Ninth Circuit. 
| 
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United States Court of Appeals 
for the Ninth Circuit 
No. 15503 


ESTATE OF GRACE N. WILLIAMS, Deceased; | 
RALPH FE. WILLIAMS, Executor, 


Appellant, 
VS. 
COMMISSIONER OF INTERNAL REVENUE, 
Appellee. 


STATEMENT OF POINTS 

In his appeal herein, the appellant imtends to 
rely upon the following points: 

1. The Tax Court erred in its application of th 
law relating to the determination of fair market 
value of the growing crop. 

2. The Tax Court erred in finding as an ultimat 
fact that the fair market value of the growing cro 
was $11,500.00 at July 31, 1952. 

3. The Tax Court erred in that its decision is 
not supported by the evidence and 1s contrary t 
law. 

4. The Tax Court erred in holding and decidin 
that there was a deficiency in individual incom 
taxes due from the appellant in the amount 6 
$2,217.79 for the year 1951 and in the amount@ 
€8,5382.14 for the year 1952. 

/s/ JOHN L. FLYNN, | 
Attorney for Appellant. | 


Affidavit of Service by Mail attached. 
[Endorsed]: Filed April 2, 1957. 


